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memORTAGE AND-PURCGCHASING POWER 
IN WARTIME 


BY PROFESSOR GUSTAV CASSEL 


In time of war both belligerent and neutral 
Governments are forced into expenditure which 
goes far beyond the possibilities of normal cov- 
ering. The first thing that should then be done 
is, of course, drastically to restrict State ex- 
penditure for civil purposes. It will be assumed 
in the following that this restriction is carried so 
far as to yield a substantial contribution to the 
financing of wartime expenditure. It will also 
be assumed that the workers and the other pro- 
ductive forces thus released are pressed, in an 
effective manner, into the service of special 
wartime requirements. Without such mobility in 
the factors of production no retrenchment — 
whether on the part of the State or of private 
individuals — will be of any avail. 

In order to provide cover for that increase in 
State expenditure which is in any case inevitable, 
the State can print notes or — what comes to the 
same thing — arrange for credits to be granted 
to it by the central bank. When this newly created 
means of payment comes into circulation, the 
nominal spending power in the country increases. 
What can be purchased, however, does not in- 
crease, but rather shows a decided tendency to 
diminish. The total purchasing power thus ex- 
ceeds the total supply. The problem of bringing 
about an equilibrium in such a situation must be 
the cardinal feature in any financial policy. If 
equilibrium cannot be effected in any other way, 
it will be automatically produced by a rise in the 
prices of what can be bought. This is inflation. 
Inflation is thus the alternative with which we 
are confronted when we hesitate to assume the 
burdens which a sound financial system would 
demand. Measures can, of course, be taken to 
increase the supply of commodities. Efforts can 
also be made to increase the volume of work, for 
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example by prolonging the hours of work, or by 
a more rational utilization of all the available 
labour. This is an expedient of far greater im- 
portance than has as yet apparently been realized. 
But, if everything possible has been done in these 
ways, the only remaining alternative is to cut 
down spending power. In fact, financial policy 
must be entirely concentrated on this aim of 
reducing an abnormally high spending power. 

Private individuals use their income either for 
consumption or for saving. In wartime the State 
appropriates the savings of the people by raising 
Government loans in various forms. The State 
as a rule must subject itself to some limitation in 
this respect, so that some savings are left for 
the borrowing required by municipalities and for 
the increase of real capital for industrial purposes, 
especially in the war industries, but also for 
agriculture and other vital occupations which, in 
view of the change in the situation, may have to be 
reorganized or extended. But we must also reckon 
with a marked reduction of savings in wartime. 
For these reasons the possibility of covering 
extraordinary State expenditure by borrowing 
new savings is far smaller than is generally sup- 
posed. 

By far the greater part of private incomes, how- 
ever, is spent on consumption. Now, if the spend- 
ing power available for this purpose exceeds 
the value of available utilities at normal prices, 
this spending power must be reduced by taxes 
adapted for the purpose. It is thus idle to 
complain that the taxes are affecting the spending 
power of the consumer. This is just what they 
should do, if a general price advance is to be 
obviated. 

The very widespread notion that inflation can 
be suppressed simply by forbidding it has been 


iS) 


proved by long experience to be a fallacy. It is 
evidently also quite alien to the problem to be 
solved, namely that of bringing about an equilib- 
rium between spending power and the supply of 
utilities. Various minor measures have been re- 
sorted to or proposed for the counteraction of in- 
flation, They may be compared to small bucket 
squirts used for the suppression of a tremen- 
dous fire. 

The objective should be to cut down consump- 
tion as a whole. The requirements of consumers 
must be brought down to the level where they can 
be met by the supply of real utilities. This, of 
course, is effected to some extent by income taxes. 
People who pay income tax are, generally speak- 
ing, compelled thereby in some measure to reduce 
their consumption. If taxation is increased, they 
may find it necessary to reduce also their savings 
and even to spend savings previously made. For 
the rich a reduction of consumption is less im- 
perative: they can meet the additional taxation 
entirely out of their savings. If the taxation is 
inordinately heavy, they will actually be compel- 
led to draw on their capital in order to pay the 
taxes. It should further be noted that the con- 
sumption of the richer classes is only a minor part 
of the total consumption of the nation. If this con- 
sumption is to be effectively restricted, taxes must 
be levied on utilities consumed by the whole 
people. 

This taxation must have so broad a basis that 
the object in view is really attained. ‘The suppos- 
ition that it will suffice to levy heavy consump- 
tion taxes on goods which are commonly termed 
luxuries is untenable. If, for example, a very 
high additional tax is imposed on tobacco, it may 
happen that the consumption of tobacco is reduc- 
ed to such an extent that the consumers, taken 
together, do not spend more on tobacco than be- 
fore, and that their spending power in regard to 
other utilities thus remains quite unchanged. In 
that case nothing will have been directly done 
to attain the desired equilibrium. It might even 
happen that the tax had the effect of placing 
larger spending power at the disposal of the to- 
bacco consumers for the purchasee of other com- 
modities. The main object which this financial 
policy was intended to attain would then have 
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been directly counteracted. The observations 
made here in regard to tobacco are applicable also 
to spirits. It is not sufficient that the taxation of 
consumption should fall only on those sections of 
the*population who consume spirits and tobacco. 
Nor is it sufficient that it should merely fall on 
that part of their expenditure which goes to spirits 
and tobacco. The taxation must have such a broad 
basis that it can be kept within the limits of mod- 
eration and that its effect is not prohibitive. 

It should be pointed out here that the taxation 
of consumption may aim also at reducing certain 
kinds of consumption in order to release workers 
and other factors of production and press them 
into the service of more important consumption. 
In so far as such transference takes place, the 
supply of utilities in these more important branch- 
es of consumption will increase, and will thus 
be brought into better correspondence with the 
spending power available for meeting such re- 
quirements. Though, as above indicated, such 
a reorganization of the national economy is of 
great importance, it has as a rule been completely 
overlooked in discussions on taxation policy. 

It is not necessary that al] consumption should 
be taxed. It is, of course, desirable to avoid the 
taxation of commodities which are of special im- 
portance for the public health. The taxation of 
consumption should aim at such reduction of 
consumption as can be effected without harm. 
Hence the criterion of a suitable consumption tax 
is not that it falls on a so-called luxury or on a con- 
sumption which is designated as vicious, but that 
it hits a consumption which the really poor can 
restrict, or entirely renounce, without damage to 
himself. In accordance with this criterion the 
taxation of sugar, coffee, tea and other beverages, 
sweetmeats, betting, motor trips, dancing halls, 
cinemas etc., may be recommended. 

Thus a somewhat heavy, but reasonable and 
broad-based, taxation of consumption is neces- 
sary in time of war, in order to draw into the 
Treasury superfluous spending power which has 
been placed in the hands of the general public 
precisely by extraordinary State expenditure. 
This, of course, isan unpopular programme, which 
diverges considerably from former doctrines of — 
financial policy. But the necessity of proceeding 
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on the road thus indicated will be clear to any 
one who ponders on the alternative. This alter- 
native is that the additional spending power which 
has been created will remain in the hands of the 
public and force up the general level of prices, 
with the consequence that the demands of the con- 
sumer will in any case be pressed down. An in- 
flation, however, is a far severer and, from va- 
rious points of view, a more undesirable form of 
taxation than a system of well adjusted taxes on 
consumption. True that by inflation the State 
will obtain revenue in a rapid and effective man- 
ner, but the burden on the public far exceeds the 
revenue thus obtained. The general price ad- 
advance must inevitably entail profits also for 
private individuals. Those profits are so nu- 
merous and of such varied character that, taken 
together, they form an immense burden, with 
which the general public will needlessly be sadd- 
led. Some of these profits can indeed be drawn 
into the Treasury by a so-called excess profits 
tax. Experience, however, shows that it is very 
difficult to frame such taxation regulations so 
that they do not have quite different and more 
far-reaching effects than those intended. It should 
moreover be noted that an immense number of 
smaller profits, which together amount to a very 
considerable total, will elude this taxation, as will 
also a rise of capital values which has not been 
converted into cash. It should further be observed 
that inflation involves a more or less extensive 
confiscation of savings in the form of money or 
claims, and a very serious reduction in the real 
value of the undertakings given by insurance com- 
panies. All these things should be taken into con- 
sideration before opposing an effective suppres- 
sion of the inflation by a taxation of consump- 
tion which will conduce to draw the newly created 
spending power into the Treasury. 

This view of the function of taxation is so 
new and diverges so widely from prevailing ideas 
on the subject that it may perhaps be useful to 
explain it theoretically, in more general terms. 
Let it be supposed that a State always covered 
its expenditure in the first place by creating 
means of payment. If, despite this increase in 
the monetary supply, no price advance super- 
vened, no taxation would be required. This would, 
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of course, mean that people were hoarding bank 
notes, or were keeping needlessly large holdings 
on banking account. Such people, who thus 
allow their savings to remain unused, are some- 
times branded as the enemies of society, and many 
methods, some of them very peculiar, for com- 
bating such hoarding tendencies have been de- 
vised. Keynes, as we know, has given powerful 
support to these endeavours by his campaign 
against saving which does not lead to a corres- 
ponding accumulation of real capital. But a State 
whose financial system was ordered in the way 
here indicated would certainly not share this an- 
tagonism to those who hoard currency. These 
persons would in fact be voluntarily assuming the 
burden of the State expenditure. A flaw in this 
system is, of course, that they might cease from 
such benevolence and suddenly begin to utilize 
their unused spending power, with the conse- 
quence that a violent inflation would ensue. But 
so long as the “hoarders” of currency continued 
in the same way, this would undoubtedly, redound 
to the benefit of the community and would be 
particularly agreeable for the taxpayer. 

In reality things do not go in this way. When 
the State covers its expenditure by creating means 
of payment, this monetary supply will, in the 
main, be used by the public as effective purchasing 
power. Our imaginary State would thus contin- 
ously and normally have to direct its financial 
policy with the aim of preventing inflation by 
drawing in spending power. The whole system 
of taxation would then have to be adjusted to 
that aim and be judged according to its capacity 
for preventing inflation. It may be quite useful 
to regard State financial policy from this point of 
view. We shall then doubtless find reason to 
revise various prevailing ideas, which have 
hitherto eluded criticism. ' 

Taxation policy, for the most part, has been 
mainly judged according to what has been re- 
garded as an “equitable” distribution of the in+ 
cidence of taxation. This equity, however, has 
been devoid of any mathematical gauge, and a 
system of taxation which has been generally re- 
cognized as “equitable” has never yet been de- 
vised. If we wish to judge the taxation of a 
country, it will be far more fruitful to consider 
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the economic effects of the taxation. The belief 
that a growing burden of taxation can be laid so- 
lely on the “broadshouldered” propertied classes 
will then be found to be an illusion. Taxation 
must affect either the accumulation of capital, or 
else consumption. Though, of course, it cannot 
entirely spare the accumulation of capital, it can- 
not, on the other hand, hit it too hard without 
damaging vital national interests. The common 
interest of the nation in economic progress is a 
reality of the greatest importance for all sections 
of the population, and no progress is possible 
without a corresponding accumulation of capital. 
Drastic taxes in property cannot as a rule be paid 
except by borrowing or by the sale of securities 
or other property. In that case the taxes are 
paid by using the savings made by others. The re- 
sulting strain on the capital market is just as if 
a loan had been raised by the State. In time of 
war, when the capital market is particularly 
strained, a drastic taxation of income and property 
will oblige the banks, in order to facilitate the 
payment of taxes, to create new means of pay- 


ment, which signifies inflation. ‘Thus in all cir- 
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cumstances the main burden of taxation should 
rest on consumption. When the State increases 
its consumption without a corresponding increase 
in the national income, the private citizen will 
have to reduce his own consumption. In time of 
war this necessity will make itself particularly 
felt. Well-to-do people should, of course, dras- 
tically cut down their consumption and content 
themselves with a considerably lower standard of 
living than that to which they have been ac- 
customed. But this will not bring us very far. 
The restriction of consumption must be carried 
much further. What is really needed is an ex- 
tensive transference of the productive forces of 
the nation from production for private require- 
ments into the service of the State. This trans- 
ference is bound to entail a reduction of the 
people’s previous standard of consumption. If 
such a reduction is resisted, nothing will have been 
gained. People will in any case eventually find 
themselves obliged to submit to a reduction of 
their standard of life, but it will then be forced 
upon them by inflation. 
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BY PROFESSOR GUSTAF AKERMAN 


I. Pre-war conditions. 


When the Swedish krona, at the end of Sep- 
tember 1931, was released from its connection 
with gold, the Minister of Finance and the Direc- 
tors of the Riksbank declared that Sweden’s 
monetary policy should be aimed, instead, at 
preserving the internal purchasing power of the 
krona, This programme was subsequently eluci- 
dated by certain authoritative interpretations, 
notably by a communication from the Directors 
of the Riksbank dated 11th February 1932 
(embodied in Government Bill No. 98 of that 


year) as well as by the recommendations of the 
Bank Committee of the Riksdag submitted at the 
1932 session (report No. 40). According to these 
statements, the leading aim of Sweden’s monetary 
policy should be to prevent any marked rises in 
the average retail prices and in the cost of living. 
On the other hand, it was considered that such 
increases in the wholesale prices of import and . 
export goods as were due solely to rises in the 
foreign exchange rates or to possible increases in 
the rates of customs duty should be freely per- 
mitted to take effect and entail a corresponding 
rise in the average level of domestic wholesale 
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prices. The Bank Committee contended that such 
a rise in certain wholesale prices was quite com- 
patible with the maintenance of the general retail 
price level substantially unchanged. This was 
in fact the case in the existing situation, seeing 
that the wholesale price level had for some time 
been showing a decided falling tendency, whereas 
the corresponding fall in retail prices had been 
much less marked. 

At a later stage it was considered that increases 
in excise duties as also the various measures for 
bolstering up the prices of agricultural produce 
should be placed on a par with customs duties, 
and thus be freely permitted to affect prices. The 
last-mentioned measures have been found to 
entail considerable increases in the retail prices of 
foodstuffs and thus an appreciable rise in the 
general cost of living. It was not thought neces- 
sary, however, to counteract this rise by a mone- 
tary policy aiming at a reduction in the prices 
of other goods. 

The monetary programme of 1932 has been 
of fundamental importance for Sweden’s sub- 
sequent financial policy. In 1932, however, it 
was mainly a question of checking marked actual 
tendencies towards a continuous general price 
decline, thus a situation which radically differs 
from that which exists at present, when en- 
deavours are being concentrated on mastering 
distinct tendencies towards a general price ad- 
vance. The 1932 programme is therefore, in 
various respects, merely of formal importance in 
dealing with the present situation. 

On the other hand, factors which manifestly 
have a substantial bearing on the existing situa- 
tion are the lessons learnt during and after the 
world war and the scientific discussion to which 
these experiences then gave rise. Thus Professor 
Cassel, in various papers and articles published 
during that period, impressed upon the general 
public the significance and noxious character of 
the intense inflation which had developed up til 
1920 in consequence of various conditions con- 
nected with the war. A close analysis of these 
conditions and a definition of the main principles 
of monetary policy in such situations was after- 
wards given by Professor Davidson, in a couple 
of articles in “Ekonomisk Tidskrift’ in 1920 and 
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1923. These principles won wide acceptance and 
served as a basis for continued discussion. 

The view expressed by Professor Davidson in 
those articles was that at times when national 
productivity and the supply of consumption goods 
had for some reason been reduced, a general rise 
of prices corresponding to the shortage of goods, 
and which could not properly be regarded as in- 
flation, should be permitted to take place. When 
a price advance is thus limited, the general volume 
of purchasing power and its distribution among 
the various groups of income-receivers, whether 
with fixed or fluctuating incomes, would, he 
contended, remain approximately unchanged, and 
the shortage of goods would therefore affect 
these various groups in equal degree. If, on the 
other hand, at a time of such a shortage of goods 
the price level were kept constant, the result 
would be that “passive” capitalists with fixed 
returns on capital as well as wage-earners with 
fixed incomes would not be financially affected at 
all by the shortage of goods, which would fall all 
the more heavily on the producers and active 
capitalists, and would soon be felt also by work- 
people and other wage-earners with fluctuating 
incomes. The last-mentioned policy would there- 
fore be not only unfair, but also detrimental to 
national production. 

Professor Davidson’s views, as above indicated, 
have won adherence from most Swedish po- 
litical economists. They have been supported, 
for example, by Professor Lindahl, in his publi- 
cations entitled “Penningpolitikens mal’ and 
“Penningpolitikens medel”, on the aims and 
means of monetary policy. Professor Davidson, 
however, in framing his theoretical programme, 
had proceeded from the assumption that the 
reduction of productivity would be of an all- 
round character and distributed fairly evenly over 
the various branches of production, as was, for 
example, the case on the introduction of the 
eight hours’ day. Against this view, however, 
Bertil Ohlin, now Professor of political economy, 
contended (in “Ekonomisk Tidskrift”, 1921) that 
a reduction of productivity entailed by war would 
affect different branches of production in very 
different degrees, falling mainly on _ those 
branches which were dependent on foreign raw 
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materials of various kinds. In such branches 
tendencies towards a storage of goods for spec- 
ulative purposes would doubtless soon be mani- 
fested, and this might easily give rise to a price 
advance beyond the level warranted by the 
shortage of goods, and thus of a truly infla- 
tionary character. 

An important, though not fully elaborated, 
theory was advanced by Professor Wicksell in an 
article in “Ekonomisk Tidskrift”’, in 1925. This 
author contended that, when a shortage of goods 
suddenly supervenes, with consequent rises in 
price, most people nevertheless try to maintain 
their previous scale of consumption substantially 
unchanged. In many cases they can defray the 
additional expenditure thus entailed by drawing 
on their savings, or even by resorting to con- 
sumers’ credits. The additional spending power 
thus brought into play will, however, tend to force 
up prices still further, so that a real inflation 
arises. That in situations like this such phenomena 
may in many cases be observed is indeed true. 
Most people, however, would presumably 
endeavour to avoid encroaching upon their 
savings to any great extent, and therefore would 
doubtless gradually adapt themselves to the new 
situation by reducing their expenditure and thus 
really diminishing their consumption. 

The commodity prices at first raised in such 
an inflationary manner will, however, give the 
producers considerable profits and thus addi- 
tional purchasing power. According to Wicksell, 
this spending power will be used by the producers 
for increased consumption, and will give rise to 
a further inflation of prices, which will entail 
further profits for the producers, and so forth. 
When the producers in question are peasant- 
farmers or other persons doing business in a 
small way, there is doubtless a great deal of truth 
in Wicksell’s contention. In the case of larger 
enterprises in industry or other fields, however, 
such profits will for the most part be funded; 
and as regards joint-stock companies, larger 
dividends which may stimulate increased con- 
sumption will in any case not be paid until after 
the lapse of considerable time. In many cases, 
however, additional spending power, which tends 
to stimulate consumption, may be created by 


increasing the staff of workers, or by raising the 
wages of existing workers, though as a rule 
some time elapses before such rises come into 
effect. Furthermore, these larger profits, whether 
distributed in the form of dividend or not, may 
induce the companies to expand their production 
and reinvest the new earnings, which will increase 
the demand for “investment goods” and for 
labour. Whether this actually happens will, 
however, depend on whether the profits are 
expected to recur, whether the raw materials 
required for the increased production of con- 
sumption goods are available, whether there is a 
sufficiency of “investment goods”, etc. 

The problems of purchasing power were after- 
wards discussed in the works of Professor Myr- 
dal, Professor Ohlin and Hammarskjéld, now 
Permanent Under Secretary to the Ministry of 
Finance. These authors have propounded the 
theory that in times of economic depression 
State expenditure should be maintained in excess 
of the revenue by dint of borrowing. In this 
way new purchasing power would be supplied 
to trade as well as to the labour market, and 
this, it was considered, would have a generally 
stimulating effect. This theory was in fact 
actually brought into application in the Swe- 
dish Budgets from 1933 to 1935. 

In view of the gloomy outlook of the inter- 
national situation in the early spring of 1939, 
the Minister of Finance on the 5th May intro- 
duced a Maximum Price Bill (Goverment Bill 
No. 289), which was passed by the Riksdag. 
This law, which is based on and extends the — 
Maximum Price Law of 1916—i1921, can be 
brought into force in time of war or abnormal 
circumstances arising from war. In that case 
the Government are enabled by the law, under 
certain conditions, to fix a certain reasonable 
price, which in voluntary sales may not be exeed- 
ed, that is, a maximum price, for any commod- 
ity which is ‘deemed to be of importance for 
the requirements of the population or for pro- 
duction. The conditions above referred to are 
that the price of the commodity may otherwise 
be expected to rise in a way which may either 
“entail a continuous depreciation of the domes- 
tic purchasing power of the Swedish krona or a 
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considerable reduction in the standard of living 
of the population”. Thus maximum prices may 
be called for either for monetary or social wel- 
fare reasons. The statement regarding the de- 
sirability of maintaining the domestic purchasing 
power of the krona apparently refers primarily 
to the level of retail prices. The term “reaso- 
nable” price, according to the explanatory mem- 
orandum, signifies a price which “covers unay- 
oidable costs, but beyond this merely allows of a 
fair margin of profit”. 

If any person holds a considerable amount of 
a commodity which is manifestly unnecessary 
for him or for his occupation, except genuine 
trade, but refuses to sell it at the maximum price 
fixed for such commodity, the county authorities 
shall be entited to sell the goods at this price, 
possibly with some reduction. In regard to the 
rates for transport service, all the regulations laid 
down in respect of commodities are relevantly 
applicable. 

In the explanatory memorandum introducing 
the Bill it was particularly emphasized that in 
-situations arising from war expectations of forth- 
coming rises in price are liable to lead to the 
consequence that offers of such goods are with- 
held, whilst the demand is intensified. This, of 
course, would entail actual rises in price, which 
in case of a real shortage of goods would exceed 
what was warranted by that shortage. This again 
would lead to monetary increases in the income 
of the producers, which in turn would entail lar- 
ger monetary demands, attended by further rises 
in price, and so forth. In short, this process 
would lead to a continuous inflation. The first 
part of this line of reasoning accords with the 
above indicated views of Professor Ohlin, whilst 
the latter conclusions are in conformity with 
several of Professor Wicksell’s above-mentioned 
theories. 

In order to stop such a process, it is stated 
in the explanatory memorandum, rapid counter- 
measures would be necessary in critical situations 
arising from war. Ordinary measures of mone- 
tary policy, in the form of the regulation of ex- 
change rates and discount policy, would not be 
sufficient. The best solution would be the con- 
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clusion of agreements between the Government 
and large groups of producers and distributors, 
to the effect that the latter should not ‘withhold 
offers of goods. But, in order to ensure the 
conclusion of such agreements and to allay the 
anxiety of consumers, everybody must know 
that the Government, in case of necessity, had 
powers to enforce a regulation of prices. 

Such a regulation of prices should, however, 
be carried into effect only if and when it had 
become absolutely necessary, and on the smallest 
possible scale. In that case the maximum prices 
should be fixed sufficiently high to encourage 
producers to continue their production. Generally 
speaking, one could reckon with the possibility of 
voluntary price agreements between the Govern- 
ment, on the one hand, and producers and dis- 
tributors, on the other, Also other measures for 
the regulation of prices were conceivable, such 
as the fixing of “normal prices’, which might 
indeed be exceeded by the sellers, but only in 
case they could justify this by pleading high 
costs of production. In regard to goods of spe- 
cial importance from a social welfare point of 
view, rationing might be resorted to, or else the 
prices could be kept down by subsidies to pro- 
ducers or distributors. 

Concurrently with the above-mentioned meas- 
ure, another important Government Bill (No. 
284) was introduced in the Riksdag by the Min- 
ister of Justice, and passed in essentials. It was a 
draft Requisition Law (allmin férfogandelag). 
This law, like the maximum price law, can be 
brought into force in time of war or in abnor- 
mal circumstances arising from war. In that 
case the Government have powers to make it 
incumbent upon an owner or holder of a com- 
modity which is of importance for the population 
or production or for the requirements of the 
fighting forces or for other general needs, to 
cede it tothe Crown against compensation. The 
compensation shall correspond to what “is 
deemed reasonable with due regard to unavoid- 
able costs in production or retail sale, normal 
trade profit, or other factors which normally 
affect the fixing of prices”. 
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Il. War conditions in the autumn 
1939. 


Immediately before the outbreak of the war 
between Germany and Poland, on the 1st Sep- 
tember 1939, the pound rate for the dollar began 
to rise rapidly. In this situation the Directors 
of the Riksbank resolved to abandon the pegging 
of the Swedish krona to the pound sterling and, 
instead, to link it firmly to the dollar. Thus the 
Swedish exchange rate for the pound sterling, 
which since 1933 had been mantained stable at 
approximately kr 19:40 was substantially re- 
duced on the 28th August, whilst the exchange 
rate for the dollar, which for some months had 
been maintained at approximately kr 4.15, was 
slightly raised, namely to kr 4.20, at which level 
it has since remained. By this simple measure 
the value of the Swedish currency was imme- 
diately disconnected, at the very outset of the 
war, from general price advances in the bel- 
ligerent western countries. 

On the other hand, the official discount rate, 
which since 1933 had been maintained at the 
uniquely low level of 2'/, per cent., was not 
raised, but was kept at that rate up to the middle 
of December. In consequence, the nominal in- 
terest rates of the commercial banks for deposits 
and advances remained unchanged up to that 
date, though greater caution has been shown in 
the granting of credits, especially for building 
purposes. The rate of interest ou long loans, 
on the other hand, has risen considerably. The 
effective interest on the 3 per cent. Government 
loan of 1934, which during the second quarter 
of 1939 (with allowance for the risk of con- 
version) had been maintained at about 21/, per 
cent., subsequently rose concomitantly with the 
successive changes for the worse in the inter- 
national situation, averaging in July 2.85 per 
cent., in August 3.04, in September 3.32, in Oc- 
tober 3.51 and in November 3.64 per cent. 

On the 1st September the Government appoint- 
ed a committee of price experts, under the chair- 
manship of Herr Gjéres, Director-General of the 
Board of Trade, on which various groups of 
consumers and producers were represented. The 
function of this committee was to watch the 


trend of prices and to consider measures which 
might be required in view thereof. 

The Requisition Law and the Maximum Price 
Law were brought into force by Government 
orders of the 6th September. In accordance with 
Government Bills (Nos. 5 and 6) introduced at 
the special session which had been convened, 
these ordinances were approved by the Riksdag. 

After the outbreak of the war various com- 
modities of importance in world commerce 
showed more or less considerable rises in prices, 
even when reckoned in dollars. Moreover, owing 
to the high premiums for war insurances and 
other difficulties due to the war, there were 
very sharp rises in the freight rates for consign- 
ments to Sweden. This resulted in very consid- 
erable increases in the prices of most imported 
goods. The trend in these respects is shown by 
the following tabular summary, which is based 
on the index of Svenska Handelsbanken for 
Swedish inward freights, and on the new 
wholesale price index of the Swedish Board of 
Trade. 


Base year: 1935 July Aug. Sept. Oct. Nov. 
Inward freights 131 136 347 461 454 
Imported goods prices . 109 110 138 150 153 
AMiMpricesiy. = +. < 6) 110 Ill 118 124 128 


When the war had broken out, connections 
were established, on the basis of the powers con- 
ferred on the Government by the Requisition Law 


and the Maximum Price Law, between the com- © 


mittee of price experts, on the one hand, and 
various organizations of producers and distribu- 
tors, on the other, with the object of watching 
and mastering the price trend. In some cases 
the initiative was taken by the committee, in 
others by the organizations themselves. 

Thus the Federation of Swedish Industries 
laid down certain general rules with a view to 
keeping rises in price within the limits of strict 
necessity, and, at the end of September, estab- 
lished a special Price Bureau for the control of 
due application of these rules. When industrial 
companies or branch associations had found cer- 
tain increases in product prices to be necessary, 
they have for the most part submitted the matter 
to the Price Bureau before bringing the in- 
creases into effect, and have supplied the Bu- 
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reau with any required information. The Price 
Bureau then examined the material supplied, 
with the assistance of the auditing department 
of the Federation, recommended such adjust- 
ments in price as were considered necessary, and 
finally approved the increases in prices which 
were found to be reasonable. 

In certain important cases the material was 
submitted to the Price Committee before the Bu- 
reau had taken its decision. The price experts 
then made their observations and as a rule 
approved the increases in price, with such adjust- 
ments as they may have considered necessary. In 
certain cases, especially before the work of the 
Bureau had got properly started, the price nego- 
tiations have been conducted direct between the 
companies or organizations and the Price Com- 
mittee without resorting to the Federation of 
Swedish Industries as intermediary. 

The Price Bureau of the Federation have 
endeavoured consistently to apply the leading rule 
that increases in price in sales of products for 
immediate delivery should not exceed the amount 
corresponding to actual increases in raw product 
prices, in wages, or in other items of expendi- 
ture. Hence the Bureau, in controlling prices, 
have as a rule confined themselves to examining 
the increments to previous prices which the pro- 
ducers considered to be warranted in view of 
their increased costs, and have not found it nec- 
essary to study the calculations of cost as a 
whole. Thus, if different companies engaged in 
the same line had previously charged different 
prices for their products, they will not be pre- 
vented by the price control from continuing so 
to do. 

But, as has been pointed out by the head of 
the Price Bureau (in an address delivered before 
the Smaland Chamber of Commerce on the 2nd 
December), the above-mentioned leading rule has 
been subject to certain typical exceptions, in con- 
formity with the practice established in the de- 
cisions taken by the Price Committee. Thus, if 
it could be shown by submitting calculations of 
actual costs that the pre-war price for some 
commodity had been abnormally low, for example, 
owing to sharp foreign competition, a certain 
upward adjustment of the price of that com- 
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modity, over and above the increase in costs, has 
occasionally been approved. Furthermore, in or- 
der to stimulate the production or importation 
of certain important raw materials quoted on the 
world market, of which there is a shortage in 
Sweden, considerable rises in price almost up to 
the level of.the cif prices of the foreign pro- 
ducts, have been permitted, even where they were 
markedly in excess of the increase in the costs 
of the Swedish products. Among such goods 
we note particularly domestic copper, scrap iron 
and hides; charcoal and rags have also been 
treated in a similar way. 

Where producers have used raw products or 
material from previously existing stocks, the pri- 
ces of which at the time of purchase had been 
below the prices now current, it has as a rule 
been considered permissible that the last-men- 
tioned prices should be taken as a basis for the 
calculation of costs. Thus, it is not the price at 
which these raw materials were actually pur- 
chased, but the price which would have to be 
paid on replenishing them that is regarded as the 
determining factor, which, of course, is quite 
right as a matter of principle. Where overhead 
costs had previously been reckoned in percentage 
of certain fluctuating costs, or where the charges 
to profit and loss account had been reckoned in 
percentage of the actual costs, only charges of 
the same magnitude, absolutely speaking, as be- 
fore, and thus as a rule proportionately lower, 
have been approved. 

By the above procedure it has been found 
possible, broadly speaking, to avoid panicky or 
purely speculative rises in the prices of finished 
industrial products. The best results have been 
attained in regard to goods the prices of which 
are fixed by cartel agreements, which as regards 
home-market goods are estimated (according to 
Government Bill No. 58) to comprise about 
50 per cent. of the production. It may be 
observed, however, that in the long run it will 
presumably be necessary to permit rises in price 
somewhat in excess of the increases in costs 
not only in the case of raw materials, but also 
for such finished home-market products as had 
previously been in part imported, and of which 
there is accordingly a shortage in this country. 
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Only in this way will it be possible to attain that 
expansion of domestic production which is now 
required. 

In regard to the prices of rolling-mill products 
there has been a lengthy tussle between the pro- 
ducers and the authorities, between which par- 
ties direct negotiations have been conducted. In 
view of sharp rises in the prices of coal and 
other raw materials, the rolling-mill group in 
October raised their general basic price by alto- 
gether 12 kronor to kr 35:50 per 100 kg., in 
spite of officially expressed desires for a more 
moderate increase. Not til December was this 
matter settled by amicable agreement, involving 
a reduction of 2 kronor per kg. 

As regards wholesale trade, a special price 
committee has been established in the Swedish 
Wholesalers’ Association; and a corresponding 
committee for retail trade has been set up by 
the Swedish Tradesmens’ Association. The func- 
tions of these committees are to watch the 
price trend, to lay down certain general rules 
for the fixing of prices by members of the Asso- 
ciations, and to supply required information re- 
garding prices to members and to the State Price 
Committee. It should be observed, however, 
that in the case of trade a thorough price control, 
similar to that in industry, has been adopted only 
in a comparatively small number of cases. 

Special attention has been given to the price 
trend for coal and coke, in view of the great im- 
portance of those goods both for producers and 
for consumers. Immediately after the outbreak 
of the war between Great Britain and Germany, 
the cif prices of those goods in Sweden rose very 
sharply, owing to the high rates for war in- 
surances and other difficulties entailed by the 
war. Coal freights between England and the 
west coast of Sweden, which during the sum- 
mer had kept at about 6 kronor per ton, rose 
from the middle of September to 20—25 kronor 
per ton. Coal prices cif the west coast conse- 
quently rose from barely 25 kronor in August 
to 40—45 kronor from the middle of September. 
At the same time the importation of Polish coal 
was completely stopped. 

In view of this situation, the Minister of Fin- 
-ance on the 15th September introduced a Govern- 


ment Bill (No. 15) providing for the regulation 
of coal prices. In the explanatory memorandum 
attached to the Bill it was pointed out that the 
transition from the pre-war price for some com- 
modity to a higher price level entailed by impedi- 
ments to importation often tended to bring about 
a further limitation of the supply, of a specu- 
lative character, and an intensification of the de- 
mand, “in other words, a temporary artificial 
shortage”, which would carry the rise in price 
further than was warranted by the reduction in 
the supply. If the commodities in question were 
important goods, such as coal and coke, the ex- 
cessive rise in price which had thus ensued would 
evoke ideas of an impending general price ad- 
vance, which would conduce to force up the 
general price level also in reality. 

These mischievous tendencies, the Minister of 
Finance considered, should be immediately count- 
eracted. He proposed that this should be ef- 
fected by the grant to coal importers of State 
subsidies, with the aid of which they could keep 
their sale prices below the prime cost. He sug- 
gested some differentiation in the prices of coal 
and coke according to the purposes for which 
they were used. He asked for a grant of 20 
million kronor for these subsidies, but explained 
that this was a rough estimate and that he could 
not indicate how long the sum would suffice. 

On the 15th September a Decree was issued 
prohibiting the importation of coal without a li- © 
cence. On the same day a State Coal Board 
was established. Its functions are to deal with 
applications for licences, to conclude agreements. 
with the importers regarding importation and 
sales, and to submit proposals to the Government 
for properly adjusted sale prices. In regard to 
importation, the Coal Board are instructed to 
cooperate with the State Shipping Board, which 
was set up on the 6th September, and whose 
chief function is to control contracts of affreight- 
ment for Swedish ships. 

On the 25th September the first special com- 
mittee of the Riksdag (in their report No, 1) 
approved in substance the above-mentioned Bill 
for the regulation of coal prices. The commit- 
tee, however, recommended that the sale prices 
for coal and coke should be fixed in such a 
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that the cost to the State of the price subsidy 
should be reduced as far as possible. Further- 
more, the committee drew attention to certain 
possibilities of subsequently regulating the coal 


Subsidy so as directly to counterbalance the large 


compensations for war risks on the importation 
of coal and coke. The committee’s recommen- 
dations were passed by the Riksdag on the 27th 
September. 

In reality the regulation of coal prices has 
been on a considerably smaller scale than was 
originally intended when the Bill was drafted. 
The reduction of sale prices has in fact been 
restricted to the trade in coal and coke from 
stock for the current requirements of dwelling- 
houses and small industrial enterprises. The up- 
per limit in respect of such enterprises was fixed 
from the beginning of November at an annual 
consumption of 1,000 to 1,200 tons per year, 
All these subsidies are applicable merely to about 
one-fourth of the total importation of coal and 
coke into Sweden. Direct coal trade for the 
requirements of larger companies, on the other 
hand, is regulated merely in the following way. 
The Coal Board controls the limitation of the 
margin of profit to a reasonable percentage 
(amounting for entire cargoes to 2"/, per cent. 
of the net cif value, but not exceeding 1 krona 
per ton). 

That the coal subsidy has thus been mainly 
confined to the support of direct consumption, for 
the benefit of the general public, is evidently 
due to financial reasons. Thanks to this limita- 
tion, no further grant for this purpose had to 
be demanded during the extra session of the 
Riksdag, and the original grant of 20 million kro- 
nor will presumably be sufficient at least until 
the beginning of the ordinary session on the 
10th of January 1940. 

The reduced sale prices for houses and small 
enterprises were at first fixed on the same level 
as the prices in the latter half of August. On 
the ist November, however, the prices were 
raised, broadly speaking, by about 10 per cent., 
whilst some uniformity was introduced in the 
prices charged in different localities, The in- 
creases in price were due chiefly to the fact that 
the importation of the cheaper coals from Ger- 
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many and Poland had been on a far smaller 
scale than had been expected. 

On the 25th October the Shipping Board fixed 
maximum rates for coal freights on Swedish 
vessels — the only maximum prices hitherto fixed 
in Sweden. In accordance with these regula- 
tions, the basic rates for journeys to the west of 
Sweden range from 15.50 to 24 kronor, per ton 
of coal, depending on the size of the ship, and 
subject to various rules regarding supplementary 
rates. In the case of foreign vessels, however, 
the Coal Board have often approved higher coal 
freights. 

On the 14th October the Minister of Finance 
introduced a Bill (Government Bill No. 53) “re- 
lating to the taking over by the State of certain 
war risks on importation”. In the introductory 
part of the explanatory memorandum the long- 
run aims of Swedish price policy were more 
fully defined. From the point of view of purely 
monetary policy, the aim should be to permit 
such increases in particular prices and in the 
general price level as were warranted by the un- 
favourable conditions for foreign trade and pro- 
duction, but not a more extensive inflationary 
price advance. For social welfare reasons, how- 
ever, certain specially important prices, and thus 
also the general price level, might be pressed 
down below the level demanded by the above- 
mentioned considerations of purely monetary 
policy. 

If rises in price are to be limited in accordance 
with this official programme, it will be necessary 
that increases in the cost of living which are en- 
tailed solely by unfavourable conditions for im- 
portation and production — as also by increases 
in excise duties — should not be permitted to 
give rise to any monetary increases in wages, and 
that reduction in real wages of a corresponding 
scale should be accepted without opposition. If 
in case of such a rise in the cost of living mone- . 
tary increases in wages were granted, this would 
augment the general monetary purchasing power 
of the working classes, but would not remedy 
the shortage of goods, and this would lead to a 
further increase in wages, which would now be 
of a really inflationary character. It is evidently 
still more reasonable in such situations to avoid 
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monetary increases in wages at a’ time when the 
prices of certain important consumption goods, 
such as the prices of coke for the heating of 
houses, have been kept down for social reasons 
and by means of taxation. 

But — as was pointed out by Professor Ohlin 
in a lecture to the Economic Society at Stockholm 
on the 5th October — in order to enable the 
workers quietly to adjust their wage policy to 
the above rational points of view, it will be 
necessary to construct a cost-of-living index which 
has been freed from all rises in price due solely 
to increases in excise duties or shortage of goods. 
If such an adjusted index should show an in- 
crease, then — but only then — would the de- 
mand for compensating increases in wages on a 
broader scale be justified. The construction of 
such an index would, however, raise various 
economic and statistical problems, and would 
therefore not be easy to carry out. Discussions 
of questions of this nature have also been car- 
ried on between the authorities concerned. As, 
however, other points of view and desiderata in 
regard to the construction of the index are con- 
ceivable, it seems to be still uncertain whether a 
cost-of-living index constructed in accordance 
with the principles above recommended will ac- 
tually be carried into effect. 

In the explanatory memorandum — somewhat 
difficult to follow — of the above-mentioned War 
Risk Bill it was further pointed out that during 
the transition between the previous price level 
and that which had been raised owing to a 
shortage of certain goods, speculative antici- 
pations of a continued price advance above the 
last-mentioned level would be liable to entail an 
actual price advance of an inflationary character. 
Rises in the price of domestic goods which had 
been “semi-monopolized” (fixed by cartel agree- 
ments), and the supply of which had been con- 
siderably reduced, might also tend in the same 
direction. (Rises in price of the last-mentioned 
nature, have, however, been successfully counter- 
acted by the above-mentioned price control on 
the part of the Price Committee and the Federa- 
tion of Swedish Industries.) 

According to the explanatory memorandum 
— which here is evidently based on Professor 


Wicksell’s above summarized views —, the gen- 
eral public, when prices were rising in these 
various ways, would at first try to maintain 
their previous consumption and would there- 
fore, by drawing on their savings and perhaps 
also resorting to credits, make larger monetary 
demands on goods. This would tend to stab- 
ilize, and indeed accentuate, the first rises in 
price. The producers would consequently ob- 
tain larger receipts, and their additional mone- 
tary purchasing power would be liable to lead 
to new rises in price, and so forth. 

The State must therefore endeavour to control 
and mitigate the tendencies towards a price 1d- 
vance entailed by a shortage of goods and in- 
creased costs of transport. To that end the State, 
by the grant of subsidies to producers, should 
prevent increases in costs from entailing cor- 
responding rises in price. The item of expen- 
diture to which first consideration should be giv- 
en in this respect was the war risk insurance 
on importation. When these risks were insured 
against by private companies, they would in many 
cases be exaggerated, and this would tend to 
raise commodity prices in an unwarranted de- 
gree. 

To the views thus expressed the following ob- 
jections may be raised. If the State itself is to 
defray certain items of expenditure, this can be 
done only by increasing taxation, which should 
ultimately entail a reduced consumption of goods. 
In such cases, however, individual persons, as 
in the case of a rise in prices, would presumably 
at first endeavour to maintain their consumption 
and would draw on their savings for that pur- 
pose; and this would likewise tend in the di- 
rection of inflation. 

Under such conditions the State guarantee in 
respect of the war risks on importation should 
be confined merely to the top charges for the 
covering of such risks, which are subject to the 
uncertain, and possibly exaggerated, calculations 
of private companies. It seems, however, that 
such excessive calculation of risks has largely 
been eliminated in consequence of the insurance 
business carried on by the State War Insurance 
Board. Since the 9th November this business 
has covered direct insurances of ships and through 
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the intermediary of private insurance companies 
also of cargoes. The premiums charged by the 
Board to owners of ships and cargoes for such 
insurances have been based on the experiences of 
the former world war, and seem therefore not to 
have been unreasonable. 

It was proposed in the War Risk Bill that the 
State guarantee in respect of war risks on im- 
portation should be given in the following way. 
In the case of goods such as coal and coke, the 
importation of which was subject to licence, the 
importers should receive a State guarantee for 
the entire or partial payment of the insurance 
premiums on the transport of the imported goods. 
Certificates of such guarantees would then be 
delivered by the importers as part payment for 
freightage to the shipowners, who could after- 
wards recover from the State the sum cor- 
responding to the guarantee. The importers, in re- 
turn for the state guarantee, should bind them- 
selves to reduce their sale prices in corresponding 
degree. As regards coal and coke this could 
easily be effectuated under the control of the 
Coal Board. 

In addition to coal and coke, other goods of 
importance for the general trend of internal pri- 
ces, such as pig iron, cotton, hides, as well as 
certain feeding stuffs and fertilizers, might, ac- 
cording to the Bill, be subject to such guarantees. 
The expenditure on the guarantees was to be de- 
frayed out of the grant of 20 million kronor pre- 
viously voted for the subsidizing of coal prices. 
So far as can be gathered, it is intended that the 
direct subsidies to the coal dealers hitherto grant- 
ed through the Coal Board should henceforth be 
abolished. The transition from the one system 
to the other would, however, raise certain ques- 
tions which still remain to be settled. 

On the 17th November the War Risk Bill was 
approved by the first special committee of the 
Riksdag (in its report No. 49), and was passed 
by the Riksdag on the 22nd of that month. For 
financial reasons, however, it seems scarcely 
probable that the projected guarantee system will 
be brought into any extensive application, at any 
rate as regards goods other than coal and coke. 

On the 27th October the Minister of Finance 
introduced in the Riksdag a new Bill (No. 58) 
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embodying a draft Price Regulation Law. The 
proposed law, like the Maximum Price Law, 
might be brought into force by the Government 
in time of war or circumstances arising from 
war. After the issue of such an order, the Go- 
vernment, in accordance with § 2, clause 1, would 
have power to restrict the right of buying or 
selling a particular commodity in the course of 
trade to (a) members of certain organizations 
or (b) to firms or dealers who had traded in 
such goods before a certain date. Infringement 
of such restrictions was to be punishable by a 
fine or, in aggravating circumstances, by im- 
prisonment. 

The Government were also empowered to make 
it incumbent on firms or dealers to supply the 
authorities with information which might en- 
able them to judge the reasonableness of the 
prices charged or might throw light on the gen- 
eral price trend, and also to produce books or 
commercial correspondence, for the purpose of 
verification (§ 2, clause 2). Any person who 
neglected to comply with such obligations was to 
be called upon to fulfil them on penalty of a 
fine. 

In regard to certain commodities or transport 
services the Government were also empowered 
to fix “normal” prices or charges, which might 
indeed be exceeded, but only in case the firm, 
dealer, or agent in question could justify this 
by pleading high costs of production or similar 
reasons (clause 3). If he failed to produce 
satisfactory evidence, he could be ordered by a 
court of justice to pay to the Crown a sum not 
exceeding the difference between the sale price 
actually charged and the “normal” price fixed 
(§ 7). — It seems, however, that such a penalty 
would not be very effective as a deterrent. 

In the explanatory memorandum attached to 
the Bill it was pointed out that the power to take 
any measures required for an effective regula- 
tion of prices might be considered to have al- 
ready been bestowed on the Government in vir- 
tue of the Maximum Price Law and the Requisi- 
tion Law, which have been brought into force. 
These laws, however, were mainly intended to 
provide for measures for the maintenance of the 
value of the currency in individual cases. They 
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would therefore be too cumbrous as a means for 
attaining — as had now been found desirable — 
a continuous, smooth and frictionless control over 
the price structure. Hence it had been considered 
expedient, within the framework of the legisla- 
tion already in force, to introduce new legisla- 
tion which would make clear and define the 
system of new measures for the regulation of 
prices which had now been found desirable. 

As regards concrete questions, reference was 
made in the Bill to the cooperation with a view 
to the control of prices which had been established 
between the Price Committee and the Federa- 
tion of Swedish Industries, on the one hand, and 
commercial organizations on the other. It was 
considered desirable to proceed further on this 
basis, seeing that the system had worked so 
smoothly and had yielded such good results. Thus, 
if necessary, price agreements should be conclud- 
ed between a competent State authority and rep- 
resentatives of industry or commerce. With a 
view to the extension of the scope of such agree- 
ments, and in order to facilitate a non-bureau- 
cratic but effective control of their observance, 
it was requisite that the members of the branch 
of business in question should be grouped in a 
combine which could conduct price negotiations 
with the State authority. The already existing 
cartels, which as regards home-market products 
covered about half of the total production, were 
available for this purpose, but also manufactur- 
ers who were not members of cartels should 
form similar combines. The members of such a 
combine should be under obligation to comply 
with the conditions in regard to prices in regard 
to which agreement might be reached in price 
negotiations. It was these considerations that 
gave rise to the provisions of the second para- 
graph, clauses 1a, of the draft law. 

The combines thus established were not, how- 
ever, to be utilized for the monopolization of the 
market. They were therefore to be under obli- 
gation to receive as members any persons who 
engaged to observe the rules and conditions by 
which they were governed. Furthermore, ex- 
cept where there were weighty objections, the 
right to carry on the buying and selling operations 
in question should be assigned also to those who, 


without actually being members of the combine, 
engaged to comply with its rules. 

If, in the course of official endeavours to or- 
ganize manufacturers within a particular branch 
in the abovementioned manner, or otherwise to 
gain necessary control over the fixing of prices, 
several new enterprises within that branch should 
be established, this might entail special difficul- 
ties in the way of those endeavours. For this 
reason a clause (§ 2, clause 1b) was inserted in 
the draft law, to enable the Government to pro- 
hibit the establishment of such new enterprises. 
This prohibition, however, was to be merely of 
temporary validity and was not to be maintained 
after the time when, by an agreement with the 
organization representing that branch, or other- 
wise, control had been obtained of the price 
trend in this branch. 

The “normal” prices which the Government 
were empowered to fix in accordance with § 2 
clause 3 were to be “reasonable”, that is, con- 
sideration was to be paid only to normal costs 
of production. If certain producers in that branch 
could show that their costs, for example for 
freights or warehousing, were particularly heavy, 
they were to be permitted to exceed the “normal” 
price in a corresponding degree. “Normal pri- 
ces” would thus be a far more flexible instrument 
of price policy than maximum prices. Where 
there was any intention of exceeding a “normal 
price’ which had been fixed, it was desirable 
that the matter should be submitted beforehand 
to the price-controlling authority. 

The first special committee of the Riksdag on 
the 17th November approved the Bill in essen- 
tials in its report No. 48. The committee, how- 
ever, recommended that certain measures indi- 
cated in the explanatory memorandum for pre- 
venting the provisions of the law being utilized 
for the establishment of monopolies should be 
inserted in the text of the law itself. Thus the 
right to buy ‘or sell a certain commodity in ac- 
cordance with § 2 clause 1a was to be assigned 
not only to members of certain combines, but 
also to any person who engaged to observe the 
conditions laid down for such right. Moreover, 
it was to be expressively stated in the law that the 
power of the Government, in accordance with 
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clause 1b, to restrict this right to previously 
established firms was to be exercised only in case 
there were very special reasons. 

The committee further stated that they as- 
sumed that all the powers conferred on the Gov- 
ernment in pursuance of clause 1 would be 
applied only in exceptional cases, and in regard 
to scope and duration would be confined to what 
was strictly necessary for the purpose. Members 
of combines which had been formed on the basis 
of the law should not be prevented from charging 
lower prices than those which had been fixed 
by agreements or as “normal prices”. In view 
of the importance attached to voluntary price 
agreements, it should be necessary to fix “normal 
prices” only in a comparatively small number of 
cases, and only as regards commodities of con- 
siderable importance for the price trend. 

The committees recommendations were passed 
by the Riksdag on the 22nd November. The law 
as thus amended was promulgated on the 8th 
December and came completely into force on the 
15th of that month. 

Despite the fact that, as recounted above, vig- 
orous and successful attempts have been made 
to check a rise in prices, the serious impediments 
to importation have nevertheless, directly or in- 
directly, entailed more or less substantial in- 
creases in almost all prices and consequently a 
considerable rise in the general level of whole- 
sale prices. This trend is shown in detail in the 
subjoined table, which includes the more im- 
portant items in the new wholesale price index 
published by the Swedish Board of Trade: — 
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Wholesale prices (base year: 1935) 


Aug. Sept. Oct. Nov. 

Animal foodstuffs. ...... 121 123 125 126 
GENEID Oa a os . os AEDS 110 113 118 
Other vegetable foodstuffs . . . 101 103 105 108 
Weedimpustifismes =... . . 109 123 127 129 
Fertilizers 35... 2 2 gs ap eo 108 108 117 
PMU Ss st Oe a) to uke Nee es 165 17I 176 
Gen el. « 2 A 134 220 221 225 
Metals and products thereof . . 117 128 141 144 


intermediate products of iron, 125 137 180 182 


Chemical goods eel ee LOM: 121 131 131 
Hides and leather goods. . . . I10 117 125 127 
Textile raw materials and products 99 105 110 117 
Piulpeand) papers «6 « « . 110 116 121 125 
Wood goods\Ss. . . . ee cl 2o 130 130 140 
General’ index, . 1... - Ill 118 124 128 


Consumption prices (base: September 1931) 


Aug. Sept. Oct: Noy 
Foodstuffs and liquors. . . . 118.1 4119.1 419.7 122.3 
Rents of dwellings ..... 96.5 96.5 96.5 96.5 
Fuel and light 101.2 106.0 112.8 116.9 
Clothing 4... Gaeeis, <<: ents 103.8 105.9 109.5 II1.4 
Furniture and fixtures . 102.6 103.8 107.5 108.9 
Other expenditure. . . 98.3 98.7 99.5 99.9 
General index. ... 107.3 108.4 %110.1 111.8 


The above table shows also the trend in the 
cost of living according to the consumption price 
index compiled by the Riksbank. Owing to the 
usual lag, the rises in these prices have been far 
more moderate than in wholesale prices. More- 
over, as regards the group “fuel and light’, the 
price subsidy for coke used for heating houses 
has tended in a marked degree to check the rise 
of prices. The rise of 2.6 units for the group 
“foodstuffs and liquors” from October to No- 
vember is due almost solely to the increased 
taxation of spirits, which has also contributed 
with 0.9 units to the rise of the general index 
by 1.7 units between those months. 
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THE IMPORTANCE OF CAUTIOUS VALUATION OF STOCKS IN CRITIC TIMES 


BY PROFESSOR O. SILLEN £. 


An important lesson in economic matters which 
we have learnt from the former war and its 
aftermath was that the results of the year’s 
business shown in the balance-sheets of industrial 
and commercial companies were misleading not 
only for the shareholders and the general public, 
but even for the directors themselves. 

During the years 1914—1920, when practically 
all prices of goods and services were rising, 
most companies showed large profits and conse- 
quently had to pay high dividends and taxes. 
But during the intense deflation which subse- 
quently ensued in Sweden, and had been largely 
caused by an unnecessarily rigorous State mone- 
tary policy, very considerable losses were brought 
to light even in wellmanaged companies. 

That these immense ups-and-downs in the 
figures of the balance-sheets did not give any 
fair indication of the more or less able manage- 
ment of the companies, but were largely ostens- 
ible and due to erroneous valuation of assets 
and liabilities, gradually became apparent when 
more tranquil conditions had supervened. 

In a greatly simplified form, the principal les- 
sons taught us in this respect from the period of 
the former war may be briefly summarized in 
the following three points: 

1) Far too small charges against profits had 
been made for the depreciation of buildings, 
machinery, etc., procured at the lower prices 
previously prevailing (in kronor with a larger 
purchasing power). 

2) Goods which had been purchased at rising 
prices were entered in the accounts at increas- 
ingly higher figures, although as a rule they were 
merely intended for replacing goods procured at 
lower prices, that is, goods which had always to 
be kept in stock in order to ensure the even course 
of the sale or production. 


3) The heavy taxes entailed by increased 
profits — in many cases amounting to 40—70 
per cent. of the profit — were not entered on 
the books as expenditure until the year in which 
they were paid, whereas they should have been 
approximately estimated and entered as ex- 
penditure for the year in which the taxed profit 
was made. 

In the present grave situation, people are 
doubtless asking themselves everywhere in Swe- 
dish firms and companies what can be done to 
avoid repeating the mistakes from the previous 
war period. Though an inflation on any note- 
worthy scale has not yet set in, the rise in the 
prices of individual goods is already very con- 
siderable. Hence the principal question with which 
we are confronted in drawing up accounts for 
the year 1939 is: how should goods in hand 
be valued? Somebody perhaps will add the 
question: how are goods which have been ord- 
ered, but not yet delivered, to be valued? It is 
these questions, and especially the first, that I 
shall here attempt, in some measure, to answer. 


A simple example. 


For this purpose it seems best to select a 
practical example, naturally much simplified, 
but yet based on conceivable conditions. That 
this example should be presented in accordance 
with the principles of book-keeping seems to me 
unavoidable. But I believe that I need not as- 
sume in my feaders anything more than most 
elementary knowledge of the rules of book- 
keeping in a small commercial or manufacturing 
tim. 

Let us suppose that a business man at the 
outset had in hand 100 units of a commodity 
(such as motor cyeles or motors) which under 
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normal conditions could be bought at an aver- 
age price of 2 tkr. (— thousand kronor) and 
could be sold at a normal margin of about 500 
kronor apiece. Let it further be assumed that 
the purchase price for two years in succession 
gradually rises from 2 to 4 tkr. apiece, in order 
during the third year rapidly, but in stages, to 
fall to the original level of 2 tkr. It is assumed 
that the turnover during all the three years has 
been maintained at 300 units per annum. 
Should this business man follow the customary 
practice of entering the goods in hand at the 


_ end of the year at the purchase price last paid, 


his goods account may be supposed to present 
the following appearance: 


Alternative 1. 


Goods account first year. 


Units at Tkr. Units at Tkr. 
Stock at start. 100 2.0 200! Sales 7300 6|— i ago 
Purchases . .100 2.4 240| Stock at end of 
> 7.100 2.8 280 year (termed 
> meOO 3:2 320 below S.E.) 100 3.2 320 
Gross profit 260 > 
400 1300 400 1300 
Goods account second year. 
Units at Tkr. Units at Tkr. 
Stock at begin- Sales 300 1260 
ning of year S: Eee: 100 4.0 400 
(satel «300 3:2 320 7 
Purchases 100 3.4 340 
> 100, 3.7% 370 
> . .100 4.0 400 
Gross profit 230 
400 1660 | 400 1660 
Goods account third year. 
Units at Tkr. Units at Tkr. 
Sle A 100 4.0 400} Sales 300 930 
Purchases S100 3.2 320)|\S. ogee. 100 2.0 200 
> —.100 2.6 260) Grosailass, . 50 
> + .100 2.0 200 iy = 
400 1180 | 400 1180 


For the first two years gross profits of 260 
and 230 tkr. will evidently be entered in the 
books, whilst the third year shows a loss of 50 
tkr., the total profit for the entire three years’ 
period being 440 tkr. 
it) Apis it assumed that the sales take place successively at 
rising prices, and as the average sale price is of no partic- 


wlar interest for our purposes, it has not been inserted here 
nor in the following example. 
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The above example illustrates the rules of 
accounting applied in many Swedish (and for- 
eign) business houses during the former war 
period, though with the difference that I have 
selected the examples with great moderation. In 
point of fact the prices in Sweden of certain goods 
in the course of six or seven years rose up to, and 
iadeed above, ten times the normal price, and 
subsequently, in the course of one or two years, 
fell rapidly to the pre-war prices or below them. 

Let us now, instead, suppose that our business 
man had adopted a more cautious valuation of 
his stock. He may perhaps have reasoned as 
follows: “In order, for the benefit of my 
customers, to keep an adequate assortment of 
goods (the machines in question may be sup- 
posed to be made in a number of models and sizes 
at prices ranging from 1 to 3 tkr. apiece, with 
an average purchase price of 2 tkr.), and in order 
to be in a position immediately to deliver goods 
in demand, I must, in accordance with experience 
in this line, keep a stock averaging about 100 
units. According as goods are sold, I must 
replace them by buying new ones, but my stock 
will remain, broadly speaking, unchanged in 
quantity and assortment. My duty is to buy 
goods and sell them to customers at a price which 
should cover my costs and yield some profit; 
I should eschew all speculation in fluctuations 
in the value of the stock. Strictly speaking, I 
need not ask what the stock may be worth at 
the current price, seeing that it is not my inten- 
tion to sell out the stock; if I reduced it con- 
siderably by sales, I should no longer have the 
assortment desired by my customers, and the 
goodwill of my firm might be jeopardized. The 
stock is as necessary as the furniture of my shop 
or as the site on which my shop rests. Even if 
this site should rise in value, or if the value of 
the furniture should increase, I need not take 
this into consideration and raise the book value 
(thus showing a larger profit), seeing that I do 
not intend to sell the furniture nor the site, and 
thus have made no profit in this connection. The 
stock of goods is indeed being gradually sold, 
but nevertheless it is, in quantity and quality, the 
same stock from year to year”. 

Our business man thus decides to keep the 
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book value of his stock in hand unchanged, and 
then — under the same assumptions in other 
respects as in the previous example — draws up 
the following goods account. 


Alternative 2. 


Goods Account first year. 


Units at Tkr. Units at Tkr. 
Chelle . 100 2,0 200 | Sales . 300 980 
Purchases . 100 2.4 240 
> . .100 2.8 280 
> » = MOO Satta 20 
Gross profit 140 | S. E. 100 2.0 200 
400 1180 400 1180 
Goods Account second year. 
Units at Tkr. Units at Tkr, 
San: . 100 2,0 200 | Sales . 300 1260 
Purchases . 100 3.4 340 | 
> peLOO. 3.7 370 
> peeenGo | 4.0 400 | 
Gross profit . _150 | S. E. 100 2.0 200 
400 1460 400 1460 
Goods Account third year. 
Units at Tkr. | Units at Tkr. 
Se a 1s eloOre2.0. 200°] ‘Sales - 300 930 
Purchases - 100 3.2 320 
> ieeeLOOM 2:6 260 
> . « 100) =2,0 200 
Gross profit . _1so | S. E. . 100 2.0 200 
400 1130 | 400 1130 
As will be seen from the table, profits will 


be shown, under these assumptions, for all three 
years, namely 140, 150 and 150 tkr., respectively; 
whereas the preceding example showed first 
profits — in part fictitious — and afterwards 
loss (++ 260, -+ 230,—50) ; but in both cases the 
final result for the three years’ period will be a 
gross profit of 440 tkr. (This is due to the 
assumptions that the original price level was 
reverted to at the end of the period, and that 
the size of the stock remained unchanged), 

It may be asked how such marked differences 
in the results shown — and thus also in regard 
to dividends and taxes dependent on the amount 
of the profit —, can arise. On examining the 
tables it will be found that in the first example 
the book value of the stock is increased and 
reduced according as the prices fluctuate, whereas 
in the second alternative the stock is regarded 
as an investment with a value as independent of 


fluctuations in prices as the furniture and fittings 
of the shop or the site. In the first example, it 
is supposed that our business man first sells 
off the “oldest”? part of the stock, which in times 
of rising prices means the cheapest part and that 
which apparently yields the largest profit, where- 
as during a price decline it represents the most 
expensive and least remunerative part (in fact 
loss is shown here). In the second case, on the 
other hand, the accounts are based on the as- 
sumption that the goods sold during the year are 
those which were bought during the same year, 
which means that the result for the year, as- 
suming that the size of the stock remains un- 
changed, is equal to the difference between the 
sales of the year and the purchases of the same 
year. It will be seen from the table showing this 
latter example that the sales during the first 
year amounted to 980 tkr., and the purchases to 
840 tkr.; the difference between them is the 
profit shown, namely 140 tkr. In the following 
year the sales amount to 1,260 and the pur- 
chases to 1,110 tkr., making a profit of 150 tkr.; 
in the last year the sales amount to 930, the 
purchases to 780 and the profit to 150 tkr. 


Some complications. 


In the examples shown above, the accounts 
have been greatly simplified. I shall now discuss, 
as far as space permits, a few complications. 

If the stock at the end of the period is larger 
than that which is regarded as normal, it is 
theoretically correct to enter the additional 
amount of goods at the latest purchase price; in 
practice, however, it is customary to adopt the 
rules on which the second alternative is based, 
and thus to estimate the book value of this addi- 
tional quantity also at the low “normal” price. 
If, on the other hand, the stock is reduced below 
the normal size, care should be taken that the 
missing quantity can be bought in the following 
year at the higher price, without reducing the 
profit for the year. This can be effected by 
debiting the goods account for the year when 
the stock was reduced for a sum corresponding 
to the missing amount multiplied by the difference 
between the purchase price on the day when the 
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books were balanced and the “normal” price 
reckoned throughout. Further particulars re- 
garding the method of procedure in such cases 
are given in my publication “Nyare balansvarde- 
ringsprinciper» (Stockholm 1937, Norstedts). 

If the price falls below the original level, the 
value of the stock should be reduced to the level 
of the lower price, and this price should be main- 
tained until a new price decline possibly ne- 
cessitates a further reduction. Many companies 
in Sweden, which have adopted similar rules 
for the valuation of stocks, have for a long time 
past reckoned with such low values as, for ex- 
ample, 10 kronor per last (20 hl) of charcoal, 10 
to 15 kronor per ton of coal, 75 kronor per ton of 
pig iron, 5 Gre per cubic foot of pulp wood, and 
100 kronor per standard of sawn wood goods. In 
other cases all goods are valued at the lowest 
purchase price paid, say, after the year 1920 (so- 
called bottom price). 

In certain firms the composition of the stock 
varies without any reduction of the total in- 
vestment in stock (for example, in branches 
which are affected by fashions). In such cases 
the rules indicated above can be applied by taking 
the difference (between the purchase value and 
the book value on the day when the books were 
balanced) which has arisen owing to the writing- 
down of the stock, in respect of the goods con- 
sumed or sold, and transferring it to the newly 
purchased goods, in order to be used as a reserve 
in the event of a future fall in the prices of 
those goods. 

If the price of the goods rises or falls in con- 
nection with fluctuations in the purchasing value 
of the currency, special corrections will have to 
be made to allow for this. For particulars the 
reader is referred to my above-mentioned publi- 
cation, 


Other rules for the cautious valuation of stocks. 


The rule for the valuation of stocks which I 
have just explained, and which involves an 
equalization between so-called good and bad 
years, is not the only one that can be defended 
or recommended in times such as the present. 
According to an economic theory which in 


Germany (Professor F. Schmidt, Frankfurt) is 
termed “the doctrine of organic balances-sheet 
valuation”, and which has been applied also in 
Sweden, it is recommended that price policy and 
the valuation of stocks should be aimed at the 
maintenance of the business enterprise at a capac- 
ity which is at least undiminished. The term 
“profit”, according to this view, should be 
restricted to signify the surplus which is found 
to have arisen when care has been taken, by 
suitable book-keeping, that the business — relativ- 
ely to the conditions prevailing at the time 
selected as a basis of comparison — has main- 
tained the plant, the stock etc., at undiminished 
capacity in regard to output or sales. In this 
case the stock is entered at the purchase value 
on the date on which the books were balanced; 
but this is partly set off by a “‘stock-valuation 
regulation account’, or the like, shown on the 
liabilities side of the balance-sheet. This item 
represents the accumulated total of all the in- 
crements in the value of the goods which have 
arisen from the date on which they were bought 
up to the date on which they were sold, the 
purchase price being then at a higher level. In 
other words, the increment in the value of the 
goods whilst lying in stock (“Gewinn am ruhen- 
den Vermogen”) is used for writing down the 
value of the goods in stock at the end of the 
year. In this case too I must refer the reader 
to my above-mentioned publication. 

There are many business enterprises, however, 
which do not reckon with any “normal” amount 
of stock, nor any “normal” capacity. By way of 
protection against future falls in price they 
usually endeavour, instead, to estimate the risk 
of a price decline (or the average rise of prices 
from the bottom level) in respect of each individ- 
ual commodity or the stock as a whole, and 
express this risk by a certain percentage, which 
in the inventory is deducted from the purchase 
value of the goods. Some firms, instead of 
reckoning with a constant percentage to cover 
the risk of a price decline, deduct from the pur- 
chase value of the stock a constant amount year 
after year. 

Though the last-mentioned rules for the valua- 
tion of the stock may doubtless serve as a safe- 
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guard against sudden falls in price, they are not 
quite as satisfactory from a theoretical point of 
view as “the principle of normal stocks” (“basic 
value method”) illustrated in the foregoing ex- 
amples. It is, however, only fair to admit that in a 
number of business enterprises (notably those with 
rich and constantly changing assortments) it is 
practically impossible to give a quantitative figure 
indicating the “normal” amount of stock. In such 
cases a percentage deduction from the latest pur- 
chase price — or a correspondingly larger per- 
centage deduction from the sale price is to be 
preferred. 

It is important to note that a writing-down 
of the value of the stock will substantially affect 
the result for the first year only. Subsequently 
the results shown in the accounts will be affected 
merely in a minor degree, in an upward or down- 
ward direction, namely according as the “reserve” 
which may be considered to exist in the margin 
between the latest purchase price and the book 
value is increased or reduced or the stock has 
changed considerably in volume. 

By way of example, we may take the case of 
a firm which at the beginning of the year shows 
a stock of goods with a purchase value of 250 
tkr., from which amount 20 per cent. has been 
deducted as a reserve against a price decline, 
thus 200 tkr. net. After purchases during the 
year to the extent of 800 tkr. and sales to the 
amount of 1000 tkr., the carry-over purchase 
value of the stock (naturally after due writing- 
down of unmarketable goods) is found to be 300 
tkr. After deducting 20 per cent., the net value 
of the stock will be 240 tkr. The goods account 
would then be as follows: 


Goods Account. 


Tkr. Tkr. 
S. B. Purchase value 250 
— 20 per cent . 50 9009 | Sales during year . . . 1000 
Purchases during year. . 800 | S.E. Purchase value 300 


Gross profit S20 percent. 60 240 


1240 


In this case the result for the year is affected 
merely by the difference between the reserve 
against a price decline carried over and that 
brought forward (60—so tkr.); the gross profit 
which would have been shown without any such 


reserves would have been 250 tkr. In the course 
of my service I have met many business men 
who supposed that in such a case their gross 
profit for the year had amounted, “properly 
speaking”, to that shown in the balance plus the 
deduction made at the end of the year: thus 
according to the above example, to 240 -- 60 tkr., 
making altogether 300 tkr. These people over- 
look the fact that they have carried over from 
the preceding year a stock booked at a low value, 
and that the reserve against a price decline must, 
of course, again be deducted. 


Is the writing-down of stocks permissible under 
Swedish law? 


In conversations with company directors re- 
garding questions of valuation of assets, I have 
almost invariably been asked, on recommending 
a cautious method of valuation; “But is this 
permissible?” 

Before endeavouring to give a concise reply 
to this series of questions — for many different 
questions are here involved — I must briefly 
summarize the provisions of the Swedish civil 
law in this regard. The principal provisions 
which call for notice are §§ 3 and 9 of the Book- 
keeping Law, and as regards joint-stock com- 
panies § 56 in the Company Law of toto (in re- 
gard to cooperative societies the provisions of the 
first-mentioned law are in general applicable). 

In the explanatory memorandum attached to 
the Bill on which the Book-keeping Law was 
based, it is expressly stated that “there is no pro- 
hibition against an under-valuation of the as- 
sets”. It should be pointed out that the term 
“actual value”, which, in accordance with § 9 of 
this Law, is laid down as the upper limit for the 
valuation of goods, should be understood to 
mean the sale value after deducting costs of sale; 
and that “general rules of book-keeping” and 
“good business practice’ —- which, in accor- 
dance with § 3 of the Law, should always be 
observed by firms under obligation to keep books 
—, may induce a business man to estimate his 
stock of goods at a considerably lower book 
value than that just indicated. 

In accordance with the Company Law, the up- 
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per limit for the valuation of stocks corresponds 
to the English rule ‘“‘cost or market, whichever 
is the lower”. But there is nothing to prevent 
a joint-stock company from entering goods at a 
considerably lower figure than either the cost 
price or the market value. 

Thus in Swedish civil law there is no impedi- 
ment to the adoption of the methods described 
above, which are intended to safeguard business 
enterprises against coming falls in price, by a 
consistently applied low valuation. 

The taxation laws are based on quite different 
points of view, and sometimes clash with the 
previously mentioned laws. 

The fundamental rule in the valuation of stocks 
by companies or firms under obligation to keep 
books will be found in the directions for the 
application of § 41 in the Municipal Tax Law 
of 1928. These directions, as amended in 1938, 
run as follows: 

>In the calculation of taxable income, the book valua- 
tion of assets intended for sale or consumption in the 
course of business — such as stocks of raw materials, manu- 
factures and semi-manufactures, stock-in-trade, investments 
of funds held by financial institutions or insurance companies 
in shares, bonds, loans, etc. —, shall be deviated from only 
where there are very special reasons for so doing.» 

In a commentary on the Swedish taxation laws 
compiled by Dr KuyLensTIERNA and other 
authors (Stockholm 1929) it is stated with ref- 
erence to the above rules (which before 1938 
hade the same wording, except for the exempli- 
fication within dashes) : 

2This may be considered to signify that the valuation of 
the goods may not be departed from, unless the taxpayer has 
acted contrary to what may be deemed to be good commercial 
practice in the kind of business in question (Cf. the report 
of the Municipal Taxation Committee, p. 61).> 

What then is to be regarded as “good com- 
mercial practice’ with respect to the valuation 
of stocks? This question can scarcely be an- 
swered in general terms. It will have to be 
settled from case to case, especially as the 
judgments which have hitherto been pronounced 
by the higher courts on matters of taxation af- 
ford but little guidance (neither the Administra- 
tive High Court nor the Court of Exchequer give 
the reasons for their judgments). 

The cases relating to valuation of stocks which 
have been brought up before the higher courts 


are relatively few. This seems to be chiefly due 
to the fact that the Swedish taxation authorities 
usually refrain from quarrelling with calculations 
of “income” in this particular regard. They 
doubtless realize that the writing-down of the 
value of a stock will, as a rule, sooner or later 
manifest itself in the form of a larger profit. 
Cases such as those which have latterly come 
into notice may easily occur. The writing-down 
of the value of a stock, say at the end of 1936 
or 1937, may emerge as a larger profit for 1938 
or 1939, for which years the incidence of taxa- 
tion will be much heavier than it would have 
been on the basis of the income of 1936 or 1937. 

If a business firm in balancing its accounts 
as at the 31st December 1939 estimates the value 
of stock in hand at the prices current before the 
present war, although they had been bought 
after the outbreak of war at considerably higher 
prices, I consider that such a valuation would, 
as a rule, be quite defensible, for the reasons 
which should be apparent from the above dis- 
cussion of principles. 

If the firm had previously valued its stock at 
prices still lower than those which were normal 
before the outbreak of the war, the same rule 
may, and indeed should, be applied also in the 
sequel. If, for example, the firm for a number 
of years in succession had deducted 30 per cent. 
of the value assigned, in stock-taking, to each 
individual commodity, this percentage may still 
be maintained. At the present turn of year it 
is probably desirable to raise this percentage 
owing to that the risk of a price decline as com- 
pared with the original values is now greater 
than it was when the accounts for the preceding 
year were balanced. From the point of view 
of taxation it is often considered important to 
maintain the continuity in the valuation of the 
stock. Should any essential change be made in 
the rules previously adopted, the firm must be 
prepared to give a reasonable explanation. Where 
the writing-down of the stock below the cost of 
the goods or below the normal purchasing prices 
had never occurred before, but a very drastic 
“reduction is now made, one cannot count on it 
being accepted without the production of con- 
vincing reasons. 
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A case where a very drastic non-recurring 
writing-down of goods in hand seems to me to 
be warranted and to be in conformity with good 
commercial practice occurs where products have 
been bought or made by a firm at exceptionally 
high costs in critical times, say, during a blockade, 
as substitutes for goods otherwise sold by the 
firm, which are no longer obtainable. The risk 
that such goods may fall in value very sharply 
and rapidly when the critical period comes to an 
end, and indeed may become practically unmar- 
ketable, is very great. In drawing up the accounts 
this risk should be expressed in a considerable 
deduction from the purchasing value: in many 
cases the entry of such goods in the inventory 
at a total value of merely a few kronor would 
be warranted and in conformity with sound rules 
of business. The former post-war crisis re- 
vealed many a case of fictitious profits created by 
an absurdly optimistic valuation of sheer war- 
time products. 

The rule for the valuation of stocks illustrated 
above in “alternative 2” represents an old tradi- 
tion in various Swedish iron works and in cer- 
tain commercial houses. The usual practice, 
however, is not to reckon with a certain amount 
of goods of each kind as “normal”, but to con- 
fine oneself to maintaining the stock at constant 
low values, which will be further reduced in the 
event of a new price decline. This principle, in 
my opinion, may be considered to represent “good 
commercial practice’, A judgment pronounced 
by the Court of Exchequer previous to the adop- 
tion of the Municipal Taxation Law of 1928 
seems to indicate that this principle as far back 
as about twenty years ago was regarded as defen- 
sible from the point of view of taxation. 

The so-called “organic” principle has been 
adopted in Sweden by the Tobacco Monopoly 
Company. In a suit against that company on a 
question of taxation, it transpired that in 1927 
it had entered its stock of raw tobacco at a value 
of about 13 million kronor below its market value, 
estimated at approximately 22 million kronor 
(some years after the former world war the 
difference in question appears to have amounted 
to over 20 million kronor), It is particularly 
interesting to note that the difference between 


the market value and the book value in the bal- 
ance-sheets of the Tobacco Monopoly for certain 
years appears to have figured (under ‘“‘stock- 
valuation regulation” account) on the liabilities’ 
side, together with real, debts. 

The Administrative High Court, in their judg- 
ment of the 29th April 1932, did not support the 
view expressed by the Stockholm board of assess- 
ment supervisors that the company “‘could not 
reasonably be deemed to be entitled to larger 
writing-off of the market value of the raw to- 
bacco than by 20 per cent’’.t. In conformity with 
the judgment previously pronounced by the Court 
of Exchequer (on the 12th May 1931), the High 
Court found no objection to the assessment of 
that company for taxation in accordance with its 
own returns of income. In view of a certain 
complication, which is of minor interest in this 
connection, this judgment is not wholly fitted to 
serve as a precedent. We may, however, be war- 
ranted in drawing the conclusion that, generally 
speaking, a consistent application of the “organic” 
principle would not meet with any impediment 
from the point of view of taxation. 

In Swedish business circles there are reasons 
to anticipate with great interest the expected 
Government proposal for a new excess war pro- 
fits tax, as this proposal in regard to taxation le- 
gislation may result in new views on the problems 
treated here. 


Goods ordered, but not yet delivered. 


In conclusion, a few brief observations will 
be made on the question, which at present is 
being much discussed in many places, as to the 
valuation in the accounts of goods not yet 
delivered. 

In the Book-keeping Law it is laid down in 
§ 6 that “business transactions shall be entered 
daily, item by item, in the journal”. An agree- 
ment for future deliveries is not usually regarded 
as a business transaction which need be entered 


* The fact that the Stockholm assessment supervisors with 
respect to the Tobacco Monopoly did not consider that a 
larger writing-off than 20 per cent. was justifiable, cannot, 
of course, be regarded as a decision of general application, 
especially as no arguments were advanced in this suit in 


support of precisely that percentage. 
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in the books. In order to constitute such a trans- 
action it is as a rule required that some service 
should have been performed on the part of the 
buyer or seller. 

This usually occurs when the goods have ac- 
tually been delivered by the seller; it is, how- 
ever, customary to wait until the seller’s account 
has arrived and, in some cases, also been approved, 
before entering the delivery in the books. In 
that case a goods account is debited; should the 
goods remain unsold at the end of the year, they 
should be valued in accordance with the rules 
previously explained. It sometimes occurs that 
the goods have been despatched before the end 
of the year, but have not yet arrived. Such 
goods in transit may also be entered in the books, 
on the basis of the seller’s account, before the 
end of the year, and may be entered in the 
inventory at a reasonable value, in accordance 
with the rules recommended above in regard to 
goods in hand. There are cases in which the 
goods may, or should, be entered in the books 
before the end of the year and included in the 
inventory, although they have not yet been des- 
patched by the seller, but have been placed by 
the latter at the disposal of the customer by an 
account dated before the end of the year: a case 
in point is the method of “approximative draw- 
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ing’ (which I cannot enter into here) adopted by 
the Swedish sawmills in regard to British cus- 
tomers. 

A few observations now remain to be made 
regarding services performed by the buyer. As 
a rule they take the form of advance payment 
of the goods, as a whole or in part. Such pay- 
ments are usually debited to the account of the 
seller as at date of payment. In my opinion, 
however, the balance on this account should not 
be entered among the ordinary outstanding 
claims, seeing that it actually represents goods, 
which, though not yet delivered, should never- 
theless be subject to the rules of valuation appli- 
cable to goods included in the inventory and bal- 
ance-sheet. It seems to me therefore most reason- 
able to enter such advances, on goods not yet 
delivered, in the inventory under the heading 
“goods”, and to value them at the price which 
should be put on similar goods with due regard 
to the circumstances at the end of the year. 

If before the end of the year no actual service 
has been performed on either side, it is only in 
exceptional cases that any entry in the books 
need be made. Such cases must be considered 
to be beyond the scope of a general survey of the 
problems relating to the valuation of stocks. 
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SWEDEN’S BALANCE OF INTERNATIONAL PAYMENTS 
1930—1938 


The figures annually compiled by the Swedish 
Board of Trade for Sweden’s balance of inter- 
national payments are now available for the year 
1938. The extremely acute international situa- 
tion and its direct or indirect effects on economic 
life entailed at times very instable conditions on 
the foreign exchange market and, in consequence, 
marked fluctuations in the transfers of capital. 
The figures for these movements in that year 
must therefore be regarded as particularly un- 
certain. The figures for income and expenditure, 
on the other hand, could be calculated with greater 
exactitude and are therefore, broadly speaking, 
reliable. As in previous years, it has not been 
found possible to take into account the fluctua- 
tions in the gold value of the krona: a Swedish 
krona has been reckoned throughout as one kro- 
na, regardless of its gold value. 

From the year 1932 the balance has been com- 
puted on the basis of a subtantially uniform ma- 
terial and in accordance with the same methods. 
The figures for the years 1932—1938 may there- 
fore be regarded as fairly commensurable. On 
the other hand, some caution should be shown 
in instituting comparisons with previous years. 

A summary of the figures calculated for 1938 
will be found in the last column of the adjoining 
table, which, for the purpose of comparison, in- 
cludes also corresponding figures for the years 
1930—1937. Some of the items in the balance 
for 1937 have been adjusted on the basis of more 
exact data now available. 

It will be seen from the table that several of 
the items in the balance show marked changes as 
compared with the year 1937. A striking dif- 
ference is the decline in the net surplus of in- 
come from 185 to 48 million kronor; this is due 
not so much to a decrease in the net total of 
“sundry income and expenditure items” as to 
the increase in the import surplus, which has 


been almost doubled: it amounted in fact to 243 
million kronor, as compared with 126 million kro- 
nor for 1937. As for the net total of other in- 
come and expenditure items, it was reduced to 
291 million kronor, as against 311 million kronor 
for the preceding year. 

All the principal items of income showed a 
decrease. Thus the net freight receipts fell from 
170 to 158 million kronor, the yield on Swedish 
capital abroad from 135 to 130 million kronor, 
and emigrants’ remittances, gifts, etc., from 17 
to 14 million kronor. The net total of non-speci- 
fied income fell by a million kronor, whilst, on 
the expenditure side, interest and dividends paid 
to foreign countries were reduced by the same 
amount. 

The decrease of five million kronor in the yield 
of Swedish capital abroad was due to a reduction 
of the interest rates on bonds and of dividends 
on shares as well as to a decline in other income 
from that source. The reduction of the interest 
on bonds must be viewed against the background 
of the fall of the interest rates in recent years 
and the consequent conversion of previous bond 
loans into loans at lower rates of interest. The 
reduction would have been still more marked 
had it not been for the payment in 1938 of cer- 
tain interest which had fallen due at an earlier 
date. ; 

The most striking change observable in the bal- 
ance is in regard to the movements of gold. 
Whereas in 1937 the purchases and sales of gold 
exactly balanced, the net purchases in 1938 
amounted to 282 million kronor, reckoned in 
paper currency. The major part of this gold was 
imported. Thus the net import amounted to 167 
million kronor, whilst gold deposited abroad 
showed an increase of 115 million kronor. 

The surplus of income (48 million kronor) ob- 
viously by no means sufficed to cover the ex- 
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Sweden's Balance of International Payments in the Years 1930 to 1938. 
(In millions of kronor.) 
| | 
1930 | 1931 | 1932 | 1933] 1934) 1935 | 1936 | 71937 | 1938 
Goods 
akc, 3 Pes +1,550} +1,135] + 964)+1,093 |4+1,316) +1,312| +1,526| +2,012| +1,855 
DOS 0, eS ail err = 1,604 | —1,439 | —1,169 |—1,108 |—1,320 | —1,495 | —1,046| —2,138 | —2,098 | 
Balance of trade | — 104 | — SOd Na 205 emer 4) — 183) 120i) 126|— 243 
Sundry income and expenditure items. | 
Freight receipts after deducting expendi- | 
ture for coal, oil etc. in foreign ports} +189) +139] +117] +115} +121) +124] +136 +170) +158 
Remittances of Swedish-Americans to | 
BOMRICOUDIY = ss <3) a 8 + 30| + 26)Reiass + 2emeret2)) + a2) + 14| + 17) “Sean 
Income (inclusive of profits) from Swedish 
GUpiAl ADtORG. Gok ee sk +125; +108] +168] + IWS] +402) +121} +111 +135} +130} 
_ Interest and dividends on Swedish securi- 
Chal fu cll Sl ar = 90| = ORs) 2a ee eee — 23) — 18| — 17 
Expenditure of Swedish travellers abroad | 
(after deducting expenditure of foreign | 
travellers in Sweden) etc.. ..... — 25 | es es Coe 2 i — 7, — F 
Other income and expenditure items(nett)/ — 15| — 4] + o] — 1]/ — 4/ + 0] + 6 + 14! + 13 
| 
Total of sundry income and expenditureitems| +214) +177| +294| +227) +206| +244 | +242 +311} +291 
: seg) ees 
Net total of goods and sundry income and | 
expenditure items} +100) —127| + 89| +212] +202) + 61| +122 +185| + 48 
Transfers of capital. | 
Sale to foreign countries of Swedish | 
locruots .) 3 gale, +124; +149| + 65] + 49] + 33] + 76| 411 + 92| +118 
Sale to foreign countries of foreign securities!) + 74) +194] +154] +123) +110} + 67| +126) +10: + 62| 
Other, non-specified, influx of capital + 20| +448] +151| +201] + 60] + 9 +111} +18 +370 
Repurchase of Swedish securities 130, 128) = 40) 7s) — 3 — 70 — 93| — 66 
Purchase of foreign securities . . . . . —405| —120} — — 62) —167} — 99| —181| —109| —164| 
Other, non-specified, efflux of capital .| — 25| —491| —358| —433| —z91| —124| —136 |. = 37 nS 
Total transfers of capital (mett)| —342| + 52) —103| —194| —294| — 23 | — 36| 190} +207 
Gold, siluer and coin (nett)... 1.4. _ 74+ 3B) 2p 7 = = aati s | *— 63|/*—208| * + o| *—282 
Allowance for incomplete or doubtful data| +245| + 37| + 7| + 25| + 14] + 25] +122| + 5| + 27 


* Merely gold and gold coin. — * Revised figures. 


penditure on these purchases of gold. A con- 
siderable amount, in the balance estimated at 207 
million kronor, had to be drawn from capital 
assets for this purpose. Recourse was had in 
the first place to the Riksbank reserve holdings 
of foreign exchange, secondarily to sinking-fund 
payments of foreign loans raised in Sweden and 
the export of securities. The last-mentioned item, 
however, was more than counterbalanced by the 
import of securities from abroad, especially for- 
eign securities. 

By drawing on the Riksbank reserves of for- 
eign exchange and other short-term operations, 
a sum amounting altogether to 310 million kro- 
nor was provided. In regard to sinking-fund 


payments and conversions of foreign loans raised 
in Sweden, the Swedish Board of Trade have 
made a special investigation, which resulted in a 
sum-total of 60 million kronor. The magnitude 
of this sum is, of course, partly due to the fact 
that the level of interest during the year was 
favourable for conversions. As the 1937 figure 
for sinking-fund payments and conversions, when 
viewed against the background of this special in- 
vestigation, had in all probability been estimated 
unduly low, it was raised, on revision, by 30 mil- 
lion kronor. At the same time the increase in 
hedging operations, which had been estimated at 
50 million kronor, a figure which was presumably 
excessive, was reduced by a similar amount. As 
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both these adjustments are included in “other 
non-specified influx of capital”, they are not 
shown in the table. As regards the year 1938 
it was estimated that the amount of hedging 
operations had remained practically unchanged. 

Marked changes may be expected also in the 
balance of payments for 1939. The net total of 
goods and sundry income and expenditure items 
will presumably, for the first time since 1931, 
be negative, that is, the expenditure will exceed 
the income. The intensive importation up to the 
outbreak of war naturally entailed a great in- 
crease in the import surplus. For 1939 this sur- 
plus amounted to 610 million kronor, as compared 


with 243 million kronor during 1938. How the 
net freight receipts will work out, it is diffi- 
cult to forecast. The greater activity in foreign 
trade during the first eight months of the year 
resulted in an increase of shipping, at freight 
rates which were somewhat lower than in 1938. 
The war, as we know, entailed a very sharp rise 
in freight charges, with reduced shipping and 
markedly rising costs of transport. Even if the 
net freight receipts should increase somewhat as 
compared with 1938, it is doubtful whether the 
rise would suffice to compensate firstly the 
swelling of the import surplus, and secondly a 
presumable decline in some items of income. 
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fee FCONOMIC SITUATION DURING THE 


FOURTE OUAKTEROF 


The General Situation. About a fortnight 
after the outbreak on the 1st September 1939 of 
the war between Germany and the Western 
Powers it seemed as though the first alarm in 
Sweden about the effects of the war had sub- 
sided and that an adjustment to war conditions 
had begun to take place. The apprehensions 
about an aggravation of the commercial war- 
fare were, however, soon confirmed. The con- 
traband policy of the belligerents entailed the 
detainment of Swedish ships for weeks, or even 
months, in foreign control ports, led to confis- 
cations of goods and vessels, and involved great 
difficulties for trade even with other neutral 
countries. The situation was greatly aggravated 
by the intensified naval warfare, which has 
already entailed considerable losses in lives, 
goods and ships and has rendered shipping 
perilous not only in the vicinity of the belligerent 
countries, but even within Swedish territorial 
waters adjacent to minefields off the south coast 


1939 


of Sweden. By these mines shipping has been 
altogether stopped for vessels with a deeper 
draught than 1,500 to 2,000 tons dead weight. 
This has, of course, entailed new difficulties for 
the shipment of export goods from the ports on 
the Baltic as well as for the conveyance of goods 
to the eastern parts of the country, especially 
bulky goods, such as coal and coke. The traffic 
has therefore been largely directed via the west 
coast ports, in combination with transport by rail. 
These arrangements have not only caused delays 
and raised the cost of freightage, but have also 
at times entailed congestions of traffic. In ad- 
dition, owing to shortage of tonnage as well as 
to transport difficulties abroad the imports of 
coal and coke have become impaired. 

Public and private wartime precautions in 
Sweden have, of course, been intensified in con- 
sequence of Russia’s attack on Finland at the 
beginning of December. This new war has nat- 
urally aroused a keen desire in all classes of 


Business Activity Index of the Skandinaviska Banken. 


Season adjusted index numbers relating to the clearing turmover (1929 = 100). 


1929 1930 193] 


il 
ee 


hh 


Original figures referring to the value of the clearing. 
Quantity figures (after re-reckoning on the basis of the average of the wholesale price and the cost-of-living indices). 
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society to support our sister nation with human- 
itarian and material assistance. 

The circulation of money in Sweden during 
the last quarter has been on a record scale. The 
business activity index of the Skandinaviska 
Banken, which shows the value of the clearing 
of commercial paper, rose during the fourth 
quarter of 1939 to 142.7, which signifies that the 
value of the clearing was then 42.7 and 18.1 per 
cent. higher than the average for the peak years 
1929 and 1937, respectively. This increase is 
especially due to a marked expansion in the 
volume of trade, mainly owing to large pur- 
chases of goods for refilling stocks, State expen- 
diture on defence, as well as the expenditure of 
the general public on preparations for evacua- 
tion, etc. Additional factors were rises in the 
prices of imported goods, shorter credits in cer- 
tain lines of trade, as well as payments of taxes 
and contributions to collections for the conscripts 
called up for special training and for the benefit 
of the people of Finland. 

The same factors, in conjunction with a dis- 
tinct tendency towards the increased adoption of 
cash transactions in trade, have led to a new 
swelling of the note circulation. Setting aside 
seasonal fluctuations, the note circulation from 
the beginning of August to the middle of De- 
cember increased from about 1,000 to approxi- 
mately, 1,300 million kronor, or by 30 per cent. 
Half of this increase occurred in August and 
the first two weeks of the war. After the first 
week in October the note circulation again began 


Employment in the Industry. 


to rise, and there was a particularly marked 
increase during the first week after the outbreak 
of the war between Russia and Finland. At the 
end of the year the adjusted figure for the note 
circulation was 1,323 million kronor. 

In view of the special circumstances above 
indicated, this trend need not give any occasion 
for alarm, especially as the note circulation in 
Sweden, as in several other countries, has shown 
rather considerable increases in the course of 
the last few years without causing any infla- 
tionary price advance. Owing to rises in the 
prices of imported goods the wholesale price 
index of the Swedish Board of Trade in the 
course of the period from August to October, 
inclusive, rose from 133 to 150, or by about 13 
per cent. Some stabilization afterwards set in, 
and the index number for November was 153, 
being an increase of 2 per cent. only as com- 
pared with the preceding month. 

The international value of the Swedish cur- 
rency is regulated by the fixed rate of exchange 
for the dollar (one dollar — kr 4:20) and by 
a more than hundred per cent. cover for notes, 
in gold and foreign exchange. Internally the 
value of the krona is maintained by the national 
price policy as well as by voluntary price con- 
trol on the part of industrial and commercial 
organizations. In responsible quarters a reduc- 
tion of the spending power of the public seems 
to be expected, in view of anticipated reductions 
of production in the export industries and in 
building, and more especially a reduction of 
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purchasing power for home market products, in 


case imports for some time ahead are maintained 
on their present large scale and at the present 
high prices. In this situation the guiding prin- 
ciple of economic policy is apparently that all 
classes of society should bear their share of the 
burden of the war. In conformity with this 
policy, a general agreement has been concluded 
between the Swedish Employers’ Association and 
the Federation of Trade Unions to the effect 
that the workers are to be compensated for a 
possible increase in the cost of living at rates not 
exceeding 75 per cent. of the increase shown by 
the cost-of-living index. 

In regard to State borrowing and taxation 
policy, the observations made on the subject in 
the preceding quarterly survey are, broadly speak- 
ing, applicable. The additional expenditure on 
the strengthening of the national defences etc., 
may be estimated, very roughly, at nearly 600 
million kronor. 
of this sum should be covered by borrowing, and 
the other half by taxation, distributed in about 
equal proportions between direct and indirect 
taxes. In conformity with this policy, a special 
defence tax has been imposed, which is expected 
to produce a revenue of 150 million kronor; and 
indirect taxes, which are estimated to give an 
aggregate yield of approximately 166 million 
kronor per fiscal year, have been levied on to- 
bacco, spirits, beer, mineral waters and effer- 
vescing drinks, coffee, sugar used for industrial 
purposes, petrol, and certain public entertain- 
ments. The financial position of the State has 
hitherto been sufficiently liquid to dispense with 
the necessity for raising new loans, nor is any 
long-term Government loan expected, in the im- 
mediate. future. It should be added that the 
remaining amount of a previous Government 
loan, namely 131 million kronor, has been 
redeemed in the course of the last few months. 

The statistics of production and trade are still 
indicative of satisfactory employment. It is, 
however, scarcely expected that building, which 
is now in its dead season, will afterwards be 
resumed on the usual scale, in that a number of 
buildings which had been planned have apparently 
been deferred in view of the uncertain times. 
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It is intended that about half. 


Those industries which produce consumption 
goods for the requirements of the home market 
appear for the most part to be fully employed, 
and the export industries, in spite of all diffi- 
culties and impediments, seem to have maintained 
production and shipments on a fairly large scale. 
Thus during the first three months of the war, 
namely from September to November 1939, 
the exports, reckoned in value, amounted to 474 
million kronor, as compared with 487 and 581 
million kronor, respectively during the same 
months in 1938 and 1937. The imports during 
those months in 1939 amounted to a value of 
662 million kronor, as against 576 and 573 mil- 
lion kronor, respectively, during the correspond- 
ing periods in 1938 and 1937. The relatively 
high figures for 1939 are, however, largely due 
to a considerable rise in prices. Thus, according 
to estimates made by the Swedish Board of 
Trade, the price advance during the period in 
question, September—November, averaged 34 
per cent. for a number of imported goods, and 
10 per cent. for certain export commodities. 


Surplus of 
Imports Exports pda 
imports (—) 
Million kronor 

Jan.—Dec. 1929. .... 1,783 1,812 + 29 
> >, OIG. « 1,662 1,550 —112 
> > WEQZEieme . . 1,427 1,122 —305 
> » 3O¢7me, . . 1,155 947 —208 
> + IQGzet. 5 . 1,096 1,079 —- 7 
> ot. |e 1,304 1,302 —- 2 
> > Cs. a 1,476 1,297 —179 
> 3 oc. 2a 1,633 1,514 —119 
> a 2,123 2,000 —123 
> SC 2,098 1,855 —243 
> Meera)... eC 2,489 1,879 —610 


Thus the balance of trade for the last year 
showed an import surplus of about 610 million 
kronor, and this makes it evident that Swedens’ 
balance of international payments — for the 
first time for eight years — will result in a 
surplus of expenditure. 

Also in foreign trade there has been a con- 
siderable increase in cash transactions (in the 
form of “rembours”, or documentary credits). 
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This apparently applies more to imports than to 
exports. As, moreover, there has been a certain 
outflow of foreign capital, the holdings of 
foreign exchange have been reduced. Thus the 
sum-total of the Riksbank’s net holdings abroad 
and the market value of its gold stock, which at 
the end of August amounted to 2,037 million 
kronor, had been reduced by the end of last 
year to about 1,600 million kronor. The corre- 
sponding figure on an average for the ten years’ 
period 1924—1933 was 518 million kronor; in 
fact it was not until the latter half of the nine- 
teen-thirties that these holdings of foreign ex- 
change and gold rose to their present high level. 

As has been the case on previous occasions, 
the Swedish commercial banks have now agreed 
jointly to adopt certain rules for currency trans- 
actions, intended to prevent sales of foreign 
exchange for other than legitimate purposes. 
Moreover, an agreement has been concluded be- 
tween the Riksbank and the commercial banks, 
in accordance with which payments received 
from the British Empire (with the exception of 
Canada, Newfoundland and Hongkong) are to 
be used primarily for Swedish payments to 
those countries. The foreign exchange thus reg- 
ulated is termed “special pounds”. 

The expenditure of the general public on the 
payment of taxes, in connexion with wartime 
precautions and the calling up of conscripts for 
special training, as well as in the form of contri- 
butions to various collections of money have led 
to withdrawals of savings from the banks on a 
larger scale than is normal for the season. In 
the 85 savings banks which hold deposits of at 
least 10 million kronor — and which thus repre- 
sent nearly threefourths of the deposits of all 
the savings banks taken together —, the deposits 
in September—October were reduced by some- 
what over 60 million kronor, which corresponds 
to somewhat more than two per cent. of the 
total deposits of those banks. At the same time 
advances showed an increase of some thirty 
million kronor, 

As regards the commercial banks figures are 
available for the first four months of the war, 
September to December, during which time the 
net withdrawals from “savings account” amount- 


ed to about 85 million kronor. In consequence 
of large purchases of goods for storage, the 
intensification of imports, the large volume of 
trade and the marked increase in cash payments 
of imports, bank holdings or bank credits have 
been drawn on in increased measure, besides 
which, as previously mentioned, there has been 
some efflux of foreign capital. So far as the 
changes in the financial position of the banks 
are due to these factors, they are obviously of a 
non-recurring nature. That is to say, it should 
be possible to maintain stocks and the volume 
of trade at the present level without making 
more than normal calls on the banks. 

The above indicated changes in the position 
of the banks during the first four months of 
the war were substantially as follows: — The 
excess of advances over deposits, as regards 
Swedish customers, showed an increase of 523 
million kronor, of which 215 million kronor 
represent reduced deposits and 308 million kro- 
nor increased advances. If we include the 
increase in net holdings abroad as well as in 
Swedish savings banks and other financial insti- 
tutions, the increase in the surplus of advances 
will figure at 600 million kronor for the four 
months’ period in question. This lending has 
been financed, inter alia, by a reduction of cash 
reserves (inclusive of treasury bills) by 273 mil- 
lion kronor to 366 million kronor, and by 
drawing, for the first time for several years, on 
rediscounting credit with the Riksbank, though 
merely to the extent of 176 million kronor. 

The tightening of the money market has in- 
duced most of the savings banks to raise the 
interest on deposits to 3 % as from the begin- 
ning of 1940, or earlier. After a general deci- 
sion regarding this step had already been taken, 
the Riksbank and the commercial banks on the 
15th December 1939 raised the rate of interest 
for the first time since the goth November 1933. 
Thus the Riksbank raised the official discount 
rate from 27/, to 3 %, and the rate for redis- 
counts from 2 to 24/, %. The commercial banks 
left the interest rates on deposit accounts 
unchanged in regard to cheque accounts, at /, 
per cent, and current accounts, at 1 %. For 
other deposits, namely deposit and savings 
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accounts, the rate was raised by 7/, per cent to 
21/, %. For advances the following interest rates 
were fixed: 


For 3 months 3—6 
or less months 
1. Discount on bills of exchange... . 3 % 3/2 % 
2. Loans on the security of bonds issued 
by the Swedish Government, The 
Swedish Mortgage Bank and the Swe- 
dish Cities Mortgage Bank. . .. . 3% 3/2 % 
3. Loans on the security of bonds issued 
by municipalities, county councils 
the Residential Mortgage Bank and 
the Swedish Ships Mortgage Bank . 3'/2 % 4 % 
4. Loans on the security of mortgages on 
agricultural or house property up to 
50 per cent of the assessed value 4 % 4'/2 % 
5. Loans against other securities 4/a % 5% 
6. Credits on cheque account ..... 4% 


The interest rates mentioned under 2—4 have 
been left unchanged. The new discount rate 
for bills of exchange was brought immediately 
into effect, the other new rates as from the Ist 
January 1940. Even after this adjustment, the 
interest rates for advances are not higher than 
those which had been charged already before the 
war in several of the leading financial countries. 


The Stock and Bond Markets. The decline on 
the market which became noticeable during the 
latter half of September last has subsequently 


with brief intermissions, been intensified. Thus 
after the outbreak of war in Finland both buyers 
and sellers have adopted a wait-and-see attitude. 
Some pressure was put on the market, partic- 
ularly during the first half of December, by 
sale orders from abroad which, however, were 
larger in numbers than in amount. Share trans- 
actions, already previously on a minor scale, were 
thus nearly at a standstill during December, and 
dealings in bonds have also been insignificant. 
Although somewhat adjusted the minimum quo- 
tations mentioned in our last quarterly review 
have been in force until the end of the year. 
After the turn of the year, however, the market 
has been set free to find its own level. At the 
same time, measures have been taken with a view 
to rationing sale orders from abroad. 

As shown by a table given here the Stock Ex- 
change, at the beginning of the year, showed a 
rather moderate lowering of the level of quota- 
tions. 

Dealings in gilt-edged bonds have latterly been 
concentrated mainly on 4 and 4.5 per cent. loans, 
while there has been practically no market for 
loans at low rates of interest. In connection 
with the abandonment of the minimum price 
system the new year market has been marked 
by a movement whereby the prices of low-per- 
centage bonds have adapted themselves to the 
yields, current for bonds carrying a higher nom- 


1936 ||1937 1938 1939 on 
s lolslelslolselelelelelelelzleks 
Share Index. Ms 2 ade & # P | 2 e = m | 2 1 | 3 8 8 
| | | | 

Home industry. «enna = = 138 | 157] 158 | 152 | 160) 166/175 177 | 188) 187 | 186 | 187 |*161| *160)*154)) 149 
Other industry . ~ =) pee 134 || 186]| 172 | 161 | 166| 171171 | 165 | 174 | 169| 170] 167] 140] 143) 137] 133 

Of which } | | | 
Gringesberg . . . 2) eeu | 78 ||177||219| 188 | 200| 192] 191 | 169 | 186) 178 | 183 | 173) 145] 152) 145] 138 
Exporting engineering industry. . .| 167 | 223] 196| 186) 193| 198), 195 188 | 194] 188) 188/178) 149) 148) 146) 138 
Other, including iron and steelind.. .| 148 | 196 || 173 | 161 | 167| 177) 181 | 174 | 185 | 182 | 183 | 183 153) 154) 149) 141 
Wood-goods and pulp-ind. 108 1146 || 131 | 120| 123 | 127] 124 119 | 128) 127| 127 125 | 107| 110 toy 105 
Mixed wood and iron ind. 143 } 186) 176 | 182 | 181 } 192|| 200 | 208 | 210| 209} 210 222 181) 194) 177) 180 
Banks. 60s a es 168 || 189 onl 184 | 184 roa | 181 | 188 183 | 184 | 177| 149] 154 ‘al 146 
Note. Where not otherwise stated, the figures are for the middle of the month. * For the period October—Noyember 


the figures refer in part to minimum prices, and for December mainly so. From January 2nd the minimum prices are no 
longer in force. 
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inal rate of interest. In the following table pe 101-319 1940 
approximate figures are given for the yield (in .yegish Government. loans 1/5 “1/6 “4/7 5/8 "5/0 "3/20 ™/ax 7/2 
percentage) corresponding to the market value 3 % 1934-. Conv. 1944 1 2.53 2.57 2.92 2.76 3.44 3-52 3-59 4.0 


of representative Swedish bond loans during the 
last months. 

At the end of November the City of Stock- 
holm issued a 4 per cent. loan amounting to 30 
million kronor. The issue price was 977/, per 
cent. The Swedish Cities’ Mortgage Bank has 
placed some 4.5 per cent. bonds in the market, 
and The Residential Mortgage Bank of Sweden, 
which has privately sold bonds belonging to a 
4.25 per cent. new issue of 10 million kronor, has 
in addition placed bonds of an older 4.75 per 
cent. loan. 


3 % 1937-97. Conv. 1947 I 


Mortgage Banks. 


3 % Conv. 1944—47 . . 4 
Repayment 1999-2009, 
at latest. 


2.55 2.61 Z.or 2.83 3.49 3-58 3.67 4.15 


2.53 2.60 2.93 2.87 3.50 3.61 3.76 4.27 


Municipalities. 

3, 3°*/4 and 4 % Conv. 
lQ43-—=46 5 ss 3 
Repayment 1956-1966, 

at latest. 


2.55 2.54 2.80 2.90 3.67 3-85 4.00 4.64 


Industrial Companies. 

3°/4 % 1937-57. Conv.1947 3 
3'/2% 1937-62. » 1947 I 
4% 1935-55. » 1945 I 


2.77 2.77 2.78 2.93 4.21 4.49 4.72 5.3" 
2.94 2.88 3.05 3.05 4.05 4.27 4.44 5.02 
2.94 2.94 3.21 3.21 4.04 4.46 4.61 5.62 
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Some Statistical Data Concerning 


Currency Reserve, Stock of Gold, Note Circulation. 


Net Claims of Banks on Foreign Countries The Riksbank’s 
million kronor St 
ock of Gold and 
(End of month) Stock of Goldt Preoke oe ror " Note Circulation 
“113 oreign Coun es: oe 
Riksbank Commercial banks Total (million kr.) (million kr.) (million kr.), 
1937 | 1938 | 1939 | 1937 | 1938 | 1939 | 1937| 1938 | 1939 | 1937 | 1938 | 1939 | 1937 | 1938 | 1939 | 1937 | 1938] 1939 
Tan... . « a speReaeino ges O05 74|— 55|—15| 808 | 917 | 680 | 945 | 948 1363 | 1679 | 1920 | 2058| 804 | 880} 953 
Feb. . cue 818 | g21 | 675 |— 41/\— 38| —19| 777 | 883 | 656 | 949 | 981 | 1364 | 1767 | 1902 | 2039 | 797 | 870] 943 
| March . . . .|| 831| 866 | 660 |— 78/— 19] —21| 753 | 847 | 639 | 950.) 1013 1367 | 1781 | 1879 | 2027 | 826 | 898] 973 
I (Average) || 794| 920 | 677 |— 15 — 37 —18| 779 | 882 | 658 | 948 | 981 1365 | 1742 | 1901 | 2041 | 809 | 883| 956 
April que 827| 851 | 618 |= 91/— 24) —39| 736 | 827 | 579 | 939 | ToIr | 1397 | 17 6 | 1862 | 2015 | 812 oot 994 
May... eae 874| 827 | 593 |—118|— 29) —$0| 756 | 799 | 543 | 944 1060 | 1419 | 1818 | 1887 | 2012 | 800 83 | 965 
June. Some go7 | 814 | 583 |—149/— 39| —21| 758 | 775 | 562 | 945 | 1088 | 1425 1852 ey 2008 | 826 | 922 of 
Il (Average) || 869 | 831 | 508 |—119 — 31| —37| 750 | 800 | 561 | 943 | 1053) 1414 | 1812) 1884 | 2012 | 813 | 904) 985 
july eee gz1| 803 | 563 |—138|— 22! —17| 783 | 781 546 | 940 | 1096 1434 1861 | 1899 | 1997! 818 | 907] 987 
ANG) aes manners 960} 797 | 549 |—120|— 28] —12]| 840 | 769 | 537 | 943 | 1112 | 1488 | 1903 | 1909 | 2037 839 | 919 | 1017 
Sept eens 5 1014| 923 | 476 |—153|—201) —42| 861 | 721 | 434 | 948 | 1240) 1499 1962 | 2163 | 1974| 875 | 976| 1189 
Ill (Average) || 965) 841 | 529 |—137,\— 84 —24| 828 | 757 | 500 | 944 | 1149 | 1474 | 1909| 1990 | 2003 S44 934 | 1064 
Oe s Aah t |1027| 819 | 421 |—122|—130] — 3] 905 | 689 | 418 948 | 1299 | 1396 | 1975 | 2118 | 1817 5 | 991] 1192 
NOV 1030 | 784 | 386 |—112/— 89] +11| 918 | 695 | 397 946 | 1327 | 1398 | 1976| 2111 | 1784| 868 953 1190 
OP enaeg Sel ree 984| 751 | 301 |— 46|— 40] +47 938 | 711 | 348 | 945 | 1332 | 1293 | 1930| 2083 | 1594) 927 | 1008 | 1356 


IV (Average) | 1013 | 785 | 360 |— 03 — 87, +18) 920 | 608 | 387 | 946 | 1319 | 1362 | 1960 | 2104 | 1712 | 887 | 984 | 1246 


The figures comprise balances with foreign customers 
Notes and holdings of foreign bills and foreign bonds less At end of month. Monthly averages 
amounts due to foreign customers. 


* Revised figures. The Riksbank holding of gold is given at its market value, other items at their book values. 


Rates of Exchange. 


Nominal Quotations of the Commercial Banks (Monthly Averages) 


London | New York Paris Berlin 
Kr. for £ 1 Kr. for $ 1 Kr. for 100 francs Kr. for 100 Rmk 

Jan... . . . |] 19.400 | 19.405 | 19.427 | 3.961 | 3.885 4.166 | 18.500 | 13.085 | 11.056 | 159.521) 156.948} 167.530 
Bebe) ns » «|| 19.400 | 19.411 19.422 3.970 3.872 4.149 | 18.504 | 12.810 | II.050 | 160.000] 157.008] 167.010 
March . .. .|| 19.400 | 19.420 | 19.421 | 3.980 3.900 4.149 | 18.324 | 12.315 | 11.050 | 160.380! 157.294) 166.846 

I (Average) || 19.400 | 19.412 | 19.423 3-970 3.886 4.155 | 18.443 | 12.737 | 11.052 | 159.967) 157.083) 167.129 
Braet ct ts. be 19.408 | 19.410 | 19.414 | 3.954 3.903 4.152 | 17.838 | 12.200 | Il.050 | 159.433) 157.261 166.898 
ES ey. eee | 19.402 | 19.403 | 19.420 3-935 3.909 4.151 | 17.654 |?11.034 | 11.050 | 158.333) 157-432) 167.156 
une ogres ee | 19.400 | 19.400 | 19.428 | 3.939 | 3.927 4.153 |717.566 | I1.coo | 11.050 | 158.083) 158.114] 167.000 

II (Average) || 19.403 | 19.404 | 19.421 | 3.943 3.910 4.152 |717.686 | 11.411 | 11.050 | 158.616) 157.602) 167.018 
ets oar ent eg 19.402 | 19.403 | 19.417 | 3.913 3-939 4.151 | 15.026 | 10.987 | 11.050 | 157.620 158.683] 167.000 
ATT he nS 19.400 | 19.40% | 19.241 | 3.gor 3.978 4.157 | 14.700 | 10.980 | 10.970 | 157.298 pe 167.111]. 
eo e as | 19.400 | 19.401 | 16.985 | 3.924 | 4.047 4-200 | 13.983 | 11.000 | 9.744 | 157.654) 101.990 168.500 

Ill (Average) || 19.401 | 19.402 | 18.548 | 3.913 3.988 4.169 | 14.570 | 10.989 | 10.588 | 157.524| 160.178| 167.537 
ctu wenws . 19.400 | 19.419 | 16.950 | 3.921 | 4.079 4.200 | 13.237 | 10.962 | 9.738 | 157.789] 163.750] 168.692 
i Ae 19 403 | 19.418 | 16.610 | 3.891 | 4.128 4.200 | 13.250 | 10.950 | 9.519 | 157.344] 165.769] 169.000 
Ute ae 19'406 | 19.425 | 16.688 | 3.887 | 4.163 4.200 | 13.250 | 11.036 | 9.517 | 157.074] 167.450] 169.000 

IV (Average) ||_ 19.403 | 19.421 | 16.749 |_ 3.900 | 4.123 4.200 | 13.246 | 10.983 | 9.591 | 157-402] 165.656] 108.897 


* Up to June 28th 1937, inclusive. — * From May 5th, inclusive. 
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Commercial banks Share Quotations Shares sold 
Advances Cash on the Stockholm 
Deposits a : : 5 noe Stock Exchange 
(million kr.) eee (million kr.) Home Industry | Other Industry (abesie.) g 
| 1937 | 1938 | 1939 | 1937 | 1938 | 1939 | 1937 | 1938 | 1939]| 1937 | 1938 | 1939 | 1937 1938 | 1939 | 1937 | 1938 | 1939 
an. . 3758 | 3823 | 4145 | 3814 | 3974 | 4223 | 598 | 679 | 721 || 157 | 158 | 175 | 186 | 172 171 | 1361} 1357] 10 
te << 3807 | 3822 | 4169 | 3847 | 4012 | 4265 | 702 | 613 | 706 || 158 | 160 | 175 195 | 172 | 170 | 1930 926 a 
March . . . .|| 3871 | 3868 | 4260] 3896 | 4058 | 4327 ie 588 | 681 | 1 155 | 180 | 198 | 167 | 176 | 2439| 1063| go7 
I (Average) | 3812 | 3838 | 4101 | 3852 | 4015 | 4272 685 | 627 | 703 | 158 | 158 | 177 | 193 | 170 172 1910 | 1115 | 968 
Korie 2. 3850 | 3844 | 4217 | 3919 | 4095 | 4375 | 727 | 574 | 641 || 160 | 152 | 177 | 200 | 161 | 165 | 1950! 950] 814 
Maybe vA s+ 3850 | 3832 | 4190 | 3922 | 4133 | 4414 728 | §26 | 543 || 154 | 157 | 182 | 183 164 | 170 | 1350) 559) 782 
JOT. bon Gearon 3825 | 3832 | 4242 | 3939 4140 4450 732 | 539 | 546 | 155 | 155 | 188 | 182 | 153 | 174 | 1329] 708} 1509 
Il (Average) || 3842 | 3836 | 4216 | 3927 | 4123 | 4413 729 | 546 377 150 | 155 | 182 | 188 | 159 | 170 | 1543) 759 | 1035 
Galgkima ts 5 3907 | 3938 | 4367 | 3915 | 4135 | 4437 | 809 | 638 | 687 || 157 | 160 187 ; 189 | 166 | 169 | 2087} 869 376 
AG es * 3934 | 4009 | 4447 | 3931 | 4172 | 4535 | 840 | 651 | 639 || 161 | 161 | 186 | 194 | 168 170 | 1340] 585| 732 
Sept on Ga. 3964 | 4059 | 4488 | 3967 | 4237 | 4742 | 858 | 841 | 482 || 157 | 161 187 | 181 | 168 | 167 | 1154| 1405| 994 
Ii (Average) | 3935 | 4002 | 4434 | 3938 | 4181 4571 | 836 | 710 | 603 | 158 | 161 | 187 | 188 | 167 | 169 | 1527| 953| 701 
chew crises 4000 | 4094 | 4444 | 3990 | 4217 | 4791 | 876 | 828 | 4os || 152 | 166 | 160 1 171 | 140 | 1561] 1138} 581 
HeNGvsoume. 2. 3841 | 4008 | 4296 | 4013 | 4261 | 4850 687 | 604 | 253 || 153 | 171 | 160 | 1 177 | 143 | 2082] 822/ 286 
Decnic ks 3779 | 4041 | 4232 | 4001 | 4254 | 4873 | 606 | Gor | 366 | 154 | 173 | 154 | 168 | 174 137 | 1801] 650| 76 
Iv (average! 3875 4048 | 4324 | 4001 | 4244 | 4838 | 723 | 678 | 341 | 153 | 170 | 158 | 166 | 174 | 140 | 1815| 870) 314 
Deposits from and loans to the ‘Cash in hand, credit : | Averages per 
Notes patlic within the country (at the balance ose feu Eenote puacmaseey | Stock Bechangé 
end of the respective month) Riksbank etc. See Prices. business day | 
Rates of Interest and Price Level. 
Wholes: 
Rediscount Rate Yield of Bonds s oe tee ‘ia Cost of Living 
of the Riksbank (%) (1913 = 100) Index 
(#) . - -_______July 1914 = 100) 
Goyt. Loans | Industrial Loans All Goods Raw Materials | 
1937 | 1938 | 1939 || 1937 | 1938 1939 | 1937 1938 | 1939 | 1937 | 1938 | 1939 1937 | 1938 | 1939 | 1938 | 1939 | 1940 
| | 
Jan. 2.00 | 2.00 acy 3.05 | 2.75 | 2.39 | 2.97 | 2.79|| 129 | 135 | 127 | 127 | 132 | 125 | 165 | 167 | 178 
Fel;. see. 2.00 | 2.00| 2.00! 3.03 | 2.25 | 2.34 3.04) 2.97] 2.78] 132 | 134 | 127 | 129 130 | 124 : X 
March . . . .|| 2.00] 2.00/ 2.00] 3.05] 2.27/ 2.22 3.22/ 2.91/ 2.78]] 136 | 132 | 127 | 131 | 128 | 124 | 
I (Average) || 2.00 | 2.00} 2.00]) 3.04| 2.42] 2.32 | 2.95 | 2.78] 132 | 134 | 127 | 129 | 130 | 124 
April . . ... .|| 2.00] 2.00) 2.00]) 3.12| 2.49| 2.55 | 3.28| 3.00] 2.77|| 138 | 131 | 128 | 132 126 | 125 || 165 | 168 
Mayihs. coins 2.00| 2.00| 2.00]} 3.13] 2.33 2.53 | 3.25 | 2.98) 2.77]| 139 | 130 | 129 | 134 | 126 | 12 : : 
Jue eee os 2.00 | 2.00) 2.00]| 3.07} 2.18 2.57 | 3.25 | 2.89) 2.77] 139 | 130 | 130 | 135 | 127 | 126 
II (Average) || 2.00 | 2.00 | 2.00]/ 3.11] 2.33| 2.55| 3.26| 2.96] 2.77]| 139 | 130 | 129 | 134 | 126 | 126 
Tht; Sees 2.00 | 2.00 | 2.00]) 3.08] 2.22] 2.92 | 3.25) 2.88| 2.78] 140 | 130 | 131 135 127 | 127 || 166 | 169 
AUR iy 1. 5 2.00 | 2.00 | 2.00] 3.06] 2.25) 2.76 | 3.24) 2.88] 2.93]| 140 | 128 | 133 | 130 | 124 | 12 4 z 
Mepirea = 2 +s 2.00} 2.00| 2.00} 3.05] 2.15} 3.44| 3.19| 2.86] 4.21}] 140 | 127 | 143 | 137 | 124 151 
III (Average) || 2.00| 2.00| 2.00]| 3.06] 2.21] 3.04| 3.23] 2.87] 3.31] 140 | 128 | 136 | 136 | 125 135 
Octwewes. . . 2.00 | 2,00 | 2.00] 3.05] 2.31} 3.52 3-18] 2.95| 4.49] 139 | 128 | 150 | 135 | 125 | 155 || 167 171 
NoGueian. . . 2.00 | 2.00| 2.00) 3.03] 2.25} 3.59) 3-16] 2.83] 4.72]| 137 | 127 | 153 | 133 | 125 161 - : 
ik Sn 2.00 | 2,00] 2.25 2.98] 2.43/%4.10/ 3.05 | 2.82 |*5.g1]] 136 | 127 | 159 | 134 | 124 | 197 
IV (Average) || 2.00| 2.00| 2.08 3.02 | 2.33 | 3-13 | 2.87 137 | 127 | 154 | 134 | 125 | 164 | 
Calculated on market prices at Calculated on prices ruling at Refers to end 
Notes Monthly averages | Middle of months middle of months ¥ of quarters | 
‘ ’ 
. * 
a ——— 
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Trade and Industry. 


Footxtem se un Trade Export of Forest Products 
(million kr.) 


|Excess of Imports|Sawn and Planed 
(—) or Wood Goods Paper Pulp es Pee 


Import Export Pasteboard 
: ; eres: 1000 stds 1000 tons 1000 tons 
1937 | 1938 | 1939 | 1937 | 1938 | 1939 | 1937 | 1938 | 1939 | 1937 | 1938 | 1939 | 1937 | 1938 | 1939 | 1937 | 1938 | 1939 
| 
| Jan... . . . aCAZMEROR Ian) 123 | 145.) 149) TO) igi eel 2 38 | 205.5] 182.6] 196.91 51.2} 46.3| 43.3 
Feb. .s +) eae 133 PApeNOS | 115 | 134 | W25 18) a 38] 8 IO | 102.5] 79.8) 92.2] 50.7) 35.5 | 39.5 
| March . || 160 | 173 | 191 | 114 | 133 | 139 | —46|—40|— $2] 10] 12} 10] 60,2] 65.1] 73.6) 56.6) 39.4] 51.3 
I (Average) || 145 | 160 | 176 | 117 | 137 | 138 | —28| —23|— 38) 16] 15 | 19 | 122.7) 109.2| 120.9] 52.8) 40.4 | 44.7 
| April . sone 199 | 167 | zo1 | 149 | 157 | 152 | —50| —10!— 49] 16] 22) 18 | 190,1/174.4| 176.8] 62.2] 35.1 | §2.0 
May 4S eaeee 184 | 167 | 208 | r71 | 159 | 166 | —13| — 8|— 42] 58 ze 67 | 294.0] 177.1] 209.3] 52.0] 34.0 | 52.69 
June) sme tec 179\| 155 | 202 |’ 169 | 150 | 178 | —10| — — 24) 104 | 114 | 239.4] 171'3| 187.6] 53.4] 36.5 | §2.5 
Il (Average) || 187 | 163 | 204 | 163 | 155 | 165 | —24|— 8\— 38] 59] 47 241.2| 174.3) 191.2] 55.6| 35.2 | 52.4 
July) See 185 | 160 | 204 | 190 | 156 | 160 |. + 5|— 4|— 44! 113 | 71 | 94 | 271.9/152-1| 171.5] 51.9] 35.2 | 52.3 
|, Aug: Seale ems 171 | 173 | 217 | 187 | 150 | 185 | +16] —23|/— 32] 103 | 61 | 110 | 237.7] 182.2] 217.7| 60.3] 35.7 | 61.5 
Septc: cman incur 187 | 17 179 | 197 | 154 | 131 | +10] —24 |— 48] 99 | 59]! 49 | 241.6] 159.9| 217.6) 56.5) 39.8| 43.9 
IM (Average) | 181 | 170 | 200 | 191 | 153 | 159 | +10| —17/— 42] 105 | 63 | 84 | 250.4) 164.7] 202.3] 56.1| 30.6 | 52.6 
OCH an eee 192 | 199 | 219 195 161 | 160} + 3] —38|— 59] 96} 70 238.6) 184.9 58.9| 49.8 
JONG” a ola la 6 193 | 198 | 274 | 186 | 172 | 180 | — 7| —26|— gq] O1 | 97 213.4) 194.9 54.5) 40.4 
iD ech aren tete sve is 184 | 190 | 258 | 198 | 167 | 155 | +14] —23;—103]| 67 | 80 275-7| 257-7 55-7} 45.6 
| __IV (Average) || 190 | 196 | 250 | 193 | 167 | 165 | + 3| —29/— 85] 85 | 82 242.6) 212.5 _ 50.4 45-3 
| Petersburg Estimated air-d 
ales standard = 4.67 m® weight = 
| Export of EIB Sts ERO Ss ly of Ind Waggon-axle ip. 
Export of Iron Ore Workshop Ghee sie Lap ind a atl Kilometres of Tra ee pee 
Pe nantons I Products according to Feder. || loaded Trucks 
| million kr, _ |jof Swed. Industries foes number on State Railways (%) 
ao (1935 = 100) SS - 
1937 | 1938 | 1939 | 1937 1938 | 1939|| 1937 | 1938 | 1939 | 1937 | 1938 | 1939 1937 | 1938 | 1939 1937 | 1938 | 1939 | 
l 
Jan... . . . «| 696) 928| 765) 8.14] 8.43] 9.00} 113 | 120] 118 > | + | = W g78i) 40x} 40.0) 16:0) 8564 enane 
Feb. Syne 786| 850} 7481] 7.58| 9.42 |11.62|| 114 | 120 | 120 | + | Meda Wea 42.1 | 14.8] 14.5] 13.0 
| March . . . .|| 958] 892] 925] 8.85] 9.78 |10.57|| 116 | 119 | 122 : : : || 43.3| 47.9| 48.9] 14.3] 12.9] 11.6 
I (Average) || 813| 890| 813) 8.19) 9.21 10.40] 114 | 120 | 120 || 4.01 | 3.45 | 3.66] 40.8| 43.8| 43.7] 15.1| 14.3] 13.1 
(April. eames 80} 1014] 924] 9.52 |10.42 |11.48|| 118 | 119 | 123 . - | = | 47.6) 43.7) 46.2]) 11.2 | 10.7)} "Ole 
May). 2 aoe 35 | 1133 | 1093 || 9.30 |10.20 |10,40]] 119 | 11 123 : > | RAS aa ee ae 8.3) 84] 63 
lijune ic 4 1098 | 1062 | 1115 || 9.40| 8.73 |10.04|] 120 | 116 | 125 : . - | 42.4] 41.1} 48.5] 7.7] 8.5) 616 
| Il (Average) || 971 | 1070 | 1044|| 9.07 | 9.78 |10.64|| 119 118 | 124 4.10 | 3-51 | 3-921] 44.4) 43-3] 47-5 9.0] 9.2] 7.0 
| July Siw) Bae 1228 | 1013 | 1115 || 9.24 |10.51| 9.41] 120 | 115 | 125 > ie > |} 46.1) 44.8} 49.1|] 6.4] 7.2] 4.8 
[paag: a Gos 4 1231 | 1049 | 1150]| 9.22) 9.67 |10.24|| 121 | 114 | 127 : . - || 46.3] 45.9] 52.6] 6.2] 7.2 9 
| Sept PS crt ies 1134| 894] 815] 9.88| 9.26| 8.76] 122 | 114 | 124} - | - > |] 48.4] 48.8) 61.1] 6.8] 7.5 3 
| _ Ul (Average) | 1198) 985 | 1027] 9.45 | 9.81 | 9.47] ax | x44 | 125 | 4.06 3.53| 3.96] 46.9| 465! 54.3) 65) 7.3) 5.3 
| LOCUS en aa 987 | 696 165 | 9.72 | 123 | Tr5 ere : . 48.5| 47.2| 62.4] 8.3] 9.0] 7.9 
PONS Woe ued os 1062 | 696 89 |10.14 123 | 1r6°)9Z : : 43.8 | 44.9 Sain) tee 
bOI ee | 989] 521 10.20 |I1.15 122 | 116 . \ 44.6| 41.9 17.8| 17.8 
. IV (Average) |] 1013 638 9.58 |10.34 123 116 3.80 | 3.63 45-6| 44.7 12.4| 12.7 
Motors, electr. ma- 
Notes Shipments of the ency, ball * Seasonal change Be cee Million kilom. |% of total members 
| Griingesberg Co. len ce ee. removed supply of work per month at end of month 


Stockholm 1940. Kungl. Boktr. P, A. Norstedt & Séner 394715 


SKANDINAVISKA BANKEN 


AKTIEBOLAG 


Statement of Condition December, 31st, 1939 


ASSES: 


Swedish Treasury Bills 
Bills: 
Swedish 
Foreign 
Loans (secured) 
Current Account (secured) 
Swedish Banks and Savings Banks 
Foreign Banks 
Sundry Accounts 


LIABILITIES: 


Bills at sight in circulation (»postremiss» bills) 
Deposits: 

at sight 

at notice 
Swedish Banks 
Swedish Savings Banks 
Foreign Banks 
Sundry Accounts 
Share Capital 
Reserve Funds 


Kr. 259.331-983: 25 
>» _726.053.095: 83 


Kr. 87.188.000: — 
» _74-812.000: — 


. A 
- * ) ns 


83.315.028: 


15-000.000: 


326.953-259: 
438-231.075: 
415-425-737" 
39:856.939: 
40.366.525: 
28.379.153: 
709-537-179: 
160.809.268: 
16.902.618: 


pee aan? 70-784" 2% 


25.560.879: 


> 985.385.079: 
33-072.582: 
12.783.990: 
39-760.5 20: 
76.613.732: 


> 162.000.000: 


Kr. 1 335-776.784: 


45 


21 


Inside the Circle: 


Private Telephone Lines of the 
Skandinaviska Banken. 


Outside the Circle: 


Direct Telephonic Connections with 
Foreign Countries. 


